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The Chase offers trust officers and others acting in 
fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- | 


sonal attention of experienced officers. 
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EDITORIAL... 


HE Communists and their economically illiterate fel- 

low-travellers, the academic pinks, must be chuckling 
gleefully as they watch our democratically elected govern- 
ment break down the private capital which gave the United 
States its enviable position of prosperity and freedom for 
the individual, and its role of victor in peace as in war. 

Each dollar that is siphoned out of private industry and 
private savings into the insatiable maws of government 
bureaucracy, via taxes, they recognize as a two-dollar bet 
on political dictatorship and a step nearer to receivership 
if not bankruptcy of the free enterprise system which they 
both envy and fear. They know—though we do not—that 
the only thing which an all-powerful government has ever 
produced is dictatorship, war and general poverty. Private- 
ly owned savings. invested in privately owned tools of in- 
dustry, are the arch enemies of Communism, because they 
produce good living and strong protection, both for those 
who own the tools and those who, by using them, are 
capable of greater productivity. 

It is a shocking condition when a country, which grew 
to be the greatest in the world in the short period of 175 
years by rewarding effort and initiative, turns turtle and 
penalizes the same effort and initiative that made it great— 
by the process of taxing its fruits to buy the votes of an 
economically illiterate electorate. 

As one of the truest Americans, Will Rogers, was fond 
of saying: “It’s a great country but you can’t live in it for 
nothing.” Unfortunately, some of our political powers think 
that the majority of voters can live off the surplus accumu- 
lated by those who have saved and built the capital of our 
nation. The Soak-the-Rich” fallacy is still apparent in our 
latest tax program, although the experience of Russia, 
Germany, Italy, France and recently Great Britain has 
proven its futility and destructive results. President Tru- 
man’s recent tax message is remarkable for its emphasis 
on taking away people’s property rather than protecting 
it and reducing the costs of the most gigantic business on 
earth—the Federal government—of which he is the chief 
executive. 

“I believe we should make some revisions in our tax 
system ... . to bring in some additional revenue . . .” 
reads the introductory part of his message of January 23rd, 
which blames the 1951 fiscal deficit of $5.1 billion not on 
government spending but largely on “the shortsighted tax 
reduction enacted by the 80th Congress.” Considering that 
this is by far the most expensive peace-time government we 
have ever had, it would seem that tax reduction might be 
a laudable objective instead of an object to be avoided at 
all costs to the taxpayers. 


The only recommendation “urgently needed” to reduce 
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taxes is that bearing on excise taxes directly felt by voters, 
particularly: “transportation of persons, long-distance tele- 


phone and telegraph communications, . . toilet preparations, 
luggage and handbags.” (It is a known fact that women 
also have votes.) To offset such loss of revenue it was 
proposed that “loopholes” be closed in regard to depletion 
allowances for oil and mineral interests, some charitable 
and educational organizations and “short-term” corpora- 
tions such as used in the film industry, and an increase of 
a billion dollars in estate and gift taxes and taxes on corpo- 
rations with income of more than $50,000. 


All good citizens resent loopholes that allow the dis- 
honest to slip through their fair due, whether of income or 
transfer taxes, but high tax rates have increased rather than 
decreased such evasions. It would be a public service to 
show how “under-the-counter” sales could be recorded and 
spurious “charitable” corporations brought to light. But 
when it comes to the point where legitimate profit has to 
go into hiding to stay alive, the loophole-plugging may be 
a Pyrrhic victory. 

The proposed increase of taxes on corporations with in- 
come of over $118,750 goes a step further in penalizing the 
large corporation’s stockholders, on a purely arbitrary 
basis of size. Yet the proposed increase in gift and estate 
tax rates penalizes small business—supposedly the pet of 
the Administration—by making it still more difficult to 
prevent liquidation or bankruptcy on death of the owner 
or partner (in order to pay taxes). Added together it 
would appear that the purpose, intentional or otherwise, 
is to force all industry into bureaucratic hands. 

As to the President’s proposal “to strengthen the estate 
and gift tax laws,” the effect is more political than financial. 
Reinstatement of the revenue reduction brought about by 
the 1948 law would raise the total to about the same amount 
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as that obtained from cigarette taxes alone. Total collections 
from estate and gift taxes in 1948 were $899 million out of 
a total tax revenue of $42,000 million, and a complete con- 
fiscation of millionaires’ estates would pay for only a few 
weeks costs of the present government. In urging coordina- 
tion and uniformity of gift and estate taxes and reduction 
of exemptions, the argument is peculiarly paradoxical in 
referring to collection of a larger share of “our necessary 
revenues” from the “inheritances of those deriving most 
protection from the government.” Just what protection, we 
ask, is afforded by a government which takes away as much 
as 77% of the savings it presumes to “protect?” 

As to whether the amount which can be exempted should 
be $120,000 under the marital deduction or a combined 
exemption of $45,000 as proposed by Secretary of the 
Treasury Snyder; and $3,000 a year each for husband and 
wife or a total of $15,000, as proposed by the honorable 
Secretary, is a question which will require consideration 
on both sides. The importance of estate planning will be 
considerably extended and the role of fiduciary advisers 
enhanced under lower exemptions, but the net result may 
well be the giving of further aid and comfort to those who 
want to destroy 1. the source of equity or risk capital for 
large corporations, 2. small businesses, and 3. the incentive 
to provide the savings which buy the tools of prosperity. 


(As this issue goes to press, it is learned that Gov. 
Thomas Dewey of New York is in sympathy with a bill, 
just introduced under bipartisan sponsorship, which 
would in substance extend the Federal principle of the 
marital deduction to the State estate tax. While it is 
estimated that this would result in an immediate loss of 
29% of revenue from this source, the State authorities 
fear that, unless such a step is taken, many of the 
wealthier residents will move to states where inheritance 
tax rates are more favorable.) 
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Trusteeship — 1950 Style 


HE last year of the first half of the 20th. century is a 

logical time to take inventory of financial needs, per- 
sonal and corporate, and the extent to which professional 
fiduciaries may best serve them. Since the turn of the 
century, trust departments have expanded greatly in both 
the scope and volume of their functions, yet the probate 
records and data on savings and investment show that there 
is an enormous opportunity for further expansion. 

The impetus given to employee trusts, first by war-time 
tax laws and recently by pension provisions in labor con- 
tracts, is the most dramatic development in smaller as well 
as larger cities. It offers entirely new relationships of trus- 
teeship with millions of people of modest means, which call 
for different public relations interests and collaboration 
with industry. 

In the personal field, investment management service has 
only begun to realize its potential, with its immediate use- 
fulness to investors and the prospect of fair profitability 
and more limited responsibilities to the trust department. 
The common trust fund, long handicapped by legal re- 
strictions or uncertainties, has evidently proven its mutual 
advantages and appears to be on the brink of far more 
extensive application as well as growth. 

The handling of smaller estates is receiving more recogni- 
tion not only as a necessity of the times but also as a 
source of wider service which can be profitable under the 
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right circumstances, particularly when related to readily 
manageable assets and uniform executor’s duties. Business 
interests, as estate assets, are receiving more study and 
wider acceptability as a logical and growing function of 
corporate fiduciary service. 


LR 


Underlying all these developments is the need for estate / 
planning and operating efficiency to assure both economy | 


to the beneficiaries and a fair measure of profit to the fidu- 
ciary. This is especially important as we face changes in 
taxation, economic conditions and now a lengthening life 
expectancy. In large measure successful pursuit of these 
objectives will depend on forthright cooperation with at- 
torneys, life underwriters and accountants; in further 
measure it will depend on the effectiveness of new business 
and public relations programs. Basic to the latter are good 
employee relations and organization, with the ultimate 
goal identification of the fiduciary with the best interests 
of the community. 

The big job ahead is to put the trust business on a paying 
basis. Sometimes that requires long-range legislative plan- 
ning; sometimes it is a matter of active renegotiation of 
outmoded fee contracts; always it is a matter of eliminating 
excessive free services and fee-cutting. Where a piece of 
trust business has such corollary advantages as to seem 
to warrant special fee treatment, it should be given by the 
banking department which benefits, not by the trust de- 
partment which is chargeable with the cost of administra- 
tion and the liability for performance. Cost-analysis is pre- 
requisite to intelligent decision on such matters, and should 
be applied by every trust department in the country. 

Public relations techniques—based on honest considera- 
tion of the interests of others—have opened the way to 
better industrial “living conditions”; they should be used 
to the same purpose by financial concerns. Trusteeship can- 
not be a “drive-in” or impersonally stereotyped service, but 
it can and must remove its veils of mystery. 
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Dividends are Pensions Too 


LL 


HE recent analysis of stock ownership in the nation’s 
) | 


largest corporations showed that, for most of these 254 
companies, there were more stockholders than employees, 
and that almost everyone in the country has either a bene- 
ficial or direct interest in corporate dividends. 

The direct recipients of these dividends number in the 
millions. The majority are women. Others are trustees or 
agents for women and children and retired people. These 
people depend on dividends from their invested savings 
in whole or in part for their living. To them, such pay- 
ments are, in effect, their own “pension funds,” without 
which they would often become charges on public aid. 

In another way, dividends perform a public service, and 
relieve individuals and the public tax-rolls of expense, or 
provide services not otherwise available. Hospitals, schools 
and colleges, churches, health agencies and research are 
among the thousands of institutions supported wholly or 
largely by endowments and the dividends of corporations. 
Thus, civic or eleemosynary institutions, of benefit to all 
in need, are “pensioners” of our business enterprises. In 
considering pensior programs for the employees of a certain 
company, management, labor and politicians should not 
overlook the effect that such costs may have in reducing 
the benefits that flow to millions of others supported by 
dividend payments. 
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ying rules of fair practice? 
plan- 
n of 
iting @ Faithfully mirroring governmental regulation of trade and business practices, 
e of the informative issues of CCH’s Trade Regulation Reports span the whole 
wm: work-a-day world of statutes, rulings, court and administrative decisions con- 
oe | stituting federal and state regulation of “monopolies,” “conspiracies in re- 
straint of trade,” price fixing, price discrimination, sales below cost, and other 
Pri “unfair practices.” 
pre- Each biweekly issue of Trade Regulation Reports swiftly, faithfully hurries 
oul to subscribers the last word, the newest development, the latest twist and 
turn of events of interest or importance in the field. Pertinent full texts and 
ai detailed explanations are indispensable in determining what to do and how 
get to do it in handling trade and business regulation puzzlers. 
used Comprehensive coverage of federal “trade regulation” and “antitrust” laws in 
con. full official text is provided, including: Sherman Antitrust Act with the 
but Miller-Tydings Resale Price Maintenance Amendment, Clayton Antitrust Act, 
Robinson-Patman Price Discrimination Act, Federal Trade Commission Act 
with the Wheeler-Lea Amendment, Wool Products Labeling Act, Webb 
Export Trade Associations Act, and other federal trade regulatory laws. 
Outstanding too, is the coverage of the growing body of state trade regulation 
laws, including: State Fair Trade Acts, State Antitrust and Monopoly Laws, 
ents | related sales-below-cost acts and price discrimination laws. 
254 | Rulings of the Federal Trade Commission and its rules of practice and pro- 
yees, cedure are, of course, faithfully reported. Illustrative forms for procedure 


ene: | under the Federal Trade Commission Act are reproduced. Trade Practice 
Conferences rules are fully reported. 


the In short, subscribers get everything needed to keep 
s or them posted on new trade regulation activities—while 
hese | four encyclopedic Compilation Volumes supply a 
ings complete background of pertinent events to date. 
pay- 
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Mid-Winter Trust Conference Proceedings 


Economic and Business 
Interests of Trustees 


HE affinity of the trust business 

with the free enterprise or “profit” 
economy was the thread which ran 
through both the formal addresses and 
the extra-curricular discussions at the 
31st Mid-Winter Trust Conference of 
the American Bankers Association, held 
in New York, February 6-8. There was 
general realization that the trend to 
State Socialism was a pincers move- 
ment of inflationary government costs 
and narrowed scope for private indus- 
try and investment. 


Assembling from the distant corners 
of the country—and of The Waldorf- 
Astoria—a record attendance of 1,836 
trustmen and guests packed the ball- 
room for some highly entertaining as 
well as instructive addresses, and for 
shop talk sessions. 


Feature of the program, an inevitable 
consequence of last year’s session, was 
the friendly “debate” between Mayo A. 
Shattuck, prominent Boston attorney, 
and Louis S. Headley, president of the 
First Trust Co. of Saint Paul, over the 
role of the corporate trustee in trust 
management. 


Profitable trust service to an increas- 
ingly wide range of customers was 
predicted by Division President John 
W. Remington, who is vice president 


and trust officer of Lincoln Rochester 


Trust Co., Rochester, N. Y. 


In one of the most forceful addresses 
of the Conference, Dr. Marcus Nadler, 
Professor of Finance at New York Uni- 
versity, urged a policy of less reliance 
upon bonds and larger investments in 
well selected equities including the 
shares of well managed banks. 

The similarity in the fiduciary serv- 
ices of England and the United States, 
as well as in investment duties and 
powers, was remarked by R. W.' Jones. 
manager of the Trustee Department of 
the Westminster Bank, Ltd., London. 

The foregoing papers are published 
elsewhere in this issue. 


Program for Profitability 


Describing the steps by which per- 
sonal trust department services were 
put on a profitable basis, Robert Cutler, 
president of Old Colony Trust Co. of 
Boston, outlined a program which can 
set a pattern for progress of corporate 
fiduciaries throughout the country. 
Realistic fees and renegotiations, based 
on intensive cost studies, were shown to 
produce results which few trust depart- 


ments, large or small, have yet at- 
tained. 
In an address that turned the dry 











topic “Revision of Trustees Fees in 
Boston” into the most colorful and in- 
formative review of the decline and rise 
of the Trust empire, Mr. Cutler gave the 
capacity audience a complete picture 
of the process of converting losing ac- 
counts into profitable ones, to mutual 
satisfaction. Bringing up to date the fig- 
ures given in his address at the 1948 
Mid-Continent Trust 
advised that the article published in a 
April 1949 issue of Trusts AND Estates 
under the title “Program for Trust 
Profits” gave the detailed story. 

To date 3,182 


over or 


Conference, 


accounts have been 
changed renegotiated during 
the four years since the new fee bases 


established from 106 


were separate 
cost factors. Application of the perti- 
nent factors to any account, however, 


can be accomplished in a few minutes, 
and measurements 
which can be readily apprec iated by 
principals or beneficiaries, when dis. 
cussed with them personally. As proof 
of this, Mr. Cutler cited the nominal 
withdrawals of business high- 
activity custodianships which broker- 
age firms sought) and the several ee 


he said, provide 


(mostly 


dred thousand dollars increase in 
come. 
The cost analysis survey had dis- 


closed that trust accounts of less than 
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$100,000 were not profitable under the 
old bases of compensation, a matter of 
prime concern since 68% by number 
were in that size category, although 
personal trusts are the bread and butter 
and more stable part of a_ personal 
trust department’s services. Minimum 
charges were found to be an essential, 
though the use of the Common Trust 
Fund made for such increased effici- 
ency that accounts using it could be 
handled on a $70 minimum, or less 
than half the regular charge. This fund, 
Mr. Cutler remarked, had grown to 
over $20 million, with more than one 
thousand accounts participating, and 
had proven the salvation of both bene- 
ficiaries and trustee. Large accounts, 
however, are not split by partial in- 
vestment in the funds. 


Special considerations, it was pointed 
out, must always guide fiduciary poli- 
cies. For instance, a ten per cent dis- 
count is made for charitable accounts, 
as it is not intended that the trust com- 
pany make money on them but rather 
consider a breakeven as a combination 
of public duty and responsibility to 
the company. Large accounts (running 
in the several millions) are also speci- 
ally treated from the fee angle, as were 
the “honeymoon” accounts more _ re- 
cently acquired. To date all but about 
ten per cent of accounts have been 
changed over to the new bases, and 
Mr. Cutler particularly emphasized the 
effort to apportion fees, wherever pos- 
sible, between life tenant and remain- 
derman as the only fair recognition of 
the dual duty to provide good income 
and protect the principal. 


The many advantages of a published 
booklet giving the schedule of fees for 
each type of account, with specific ex- 
planation of the services involved, were 
emphasized by Mr. Cutler, as he illu- 
strated the ways in which the program 
was implemented by personal inter- 
views. Portions of this booklet will be 
published in an early issue of Trusts 
AND ESTATES. 


Trends in Trust Law 


Reviewing legislative developments in 
the trust field since the beginning of 
World War II, Austin W. Scott, pro- 
fessor of law at Harvard Law School, 
remarked that a great proportion of 
them stems directly from the war. “The 
legislatures were more ready to meet 
the difficulties arising out of the last 
war than they were in World War I,” 
Professor Scott stated. “Included in this 
legislation were statutes authorizing the 
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appointment of a substitute trustee 
where the trustee entered the armed 
forces; statutes dealing with a finding 
of presumed death where a person was 
reported dead or missing in action; 
statutes providing for the appointment 
of conservators or trustees of persons 
in the armed forces who are reported 
prisoners of war or missing; statutes 
providing that a power of attorney given 
by a person in the armed forces shall 
be valid notwithstanding his death or 
possible death; statutes authorizing the 
probate of a will on the testimony of 
two witnesses as to the genuineness of 
the testator’s signature, where the at- 
testing witnesses are in the armed forces 
or unavailable; statutes permitting per- 
sons over eighteen in the armed forces 
to make wills; and statutes providing 
for acknowledgments by persons in the 
armed forces taken before officers.” Mr. 
Scott continued. “At least, the need for 
such legislation was accentuated by the 
war. The exigencies of present-day 
conditions make it important that trust 
funds should yield as large an income 
as is consistent with safety of the 
principal.” 

The tremendous increase in income 
taxes, the decrease in the yield from 
bonds, and rise in the expenses of ad- 
ministration of trusts and the cost of 
living ::ave necessitated a larger income 
yield. This has led to the recent adop- 
tion, in thirteen states, of the Prudent 
Man Rule as to trust investments, Dr. 
Scott reported. In a number of other 
states, the legislatures, though not 
adopting the Prudent Man Rule, have 
recently liberalized the scope of trust 
investments considerably. 


In thirty-two states, statutes have 
been enacted permitting corporate trus- 
tees to maintain common trust funds. 
The use of such common trust funds 
has been so successful that the Federal 
Reserve Board has increased the amount 
which can be invested therein under 
its regulation. In two states, the power 
of a corporate trustee to retain its 
own stock in trust has been clarified in 
the affirmative. 


Other types of statutes governing in- 
vestments of trust funds are _ those 


which permit trustees to invest in polli- - 


cies of life or endowment insurance or 
annuities, and those which permit the 
deposit of trust funds in savings banks. 

The number of states permitting reg- 
istration of trust securities in the name 
of a nominee has grown to more than 
thirty. Some exempt the corporation 
from inquiring into the validity of the 





transfer. These problems could be at- 
tacked directly, according to the noted 
trust authority, by adoption of a pro- 
vision of the Uniform Fiduciaries Act 
which he drafted, whereunder there is 
no duty to inquire into the propriety 
of a trustee’s acts. 

The Uniform Principal and Income 
Act, which deals with the whole ques- 
tion of the relative rights of income 
beneficiary and principal beneficiary 
and particularly with respect to alloca- 
tion of the trustee’s compensation, has 
been enacted in a total of fourteen 
states. 


On the validity of trusts, fourteen 
states have enacted statutes which pro- 
vide that plans for employee benefit 
plans shall not be held invalid as vio- 
lating the rule against perpetuities or 
against suspension of the power of 
alienation or against accumulations. 
Some states, as a result of contrary ju- 
dicial decisions, have also expressly 
validated savings bond registrations in 
the name of “A, payable on death to 
B.” 


All of these developments have re- 
sulted in improving the law of trusts, 
concluded Professor Scott. 


Then and Now in Trust Business 


Younger trustmen, as they tackle the 
problems of 1950, should take courage 
from the outlook as it appears to the 
majority of older trustmen who, after 
grappling with problems the past 30 
years, still entertain great expectations 
for trust business. This was the conclu- 
sion reached by Gilbert T. Stephenson, 
on the basis of replies from 39 men 
who have been engaged in the business 
during the past 30 years. Mr. Stephen- 
son had directed an inquiry to these 
men as to the major trust problems in 
1920, the major trends since then, and 
the major problems today. 

“The pressing problem today is that 
trustmen are becoming more and more 
business managers,” Mr. Stephenson 
reported. “The low yield of investment 
securities, the large profits of many 
small family businesses, and the needs 
of the beneficiaries for more income to 
counterbalance the decrease in purchas- 
ing power of money are leading busi- 
ness men to authorize and even direct 
the retention and operation of their 
business. It looks as though trust insti- 
tutions will be obligated more and more 
to become business managers,” he con- 
tinued: 


“To meet this situation, many trust 
institutions would have to change their 
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present organizational set-up—for ex- 
ample, by creating a farm management 
division in charge of a farm manage- 
ment officer with a specialized staff and 
equipment and committee; or a busi- 
ness service division.” 


The other named problems facing the 
trust business during 1950 are: 1. 
further relation of charges to costs, 2. 
handling small estates and small trusts, 
3. adjusting relationships with lawyers, 
4. extending free-trade philosophy to the 
trust business, and 5. making trust busi- 
ness more accessible. 


For small estates, the answer would 
seem to be streamlining probate pro- 
cedure. However, Mr. Stephenson re- 
marked, this calls for legislation which, 
because it would upset long-established 
procedures, might be hard to obtain. 
For small trusts, the answer would 
seem to be the common trust fund, but 
most institutions are too small to have 
one. Under present laws and regula- 
tions, the trusts of one trust institution 
cannot participate in the common trust 
fund of another. 


The major problems of 1920 listed 
and discussed by Mr. Stephenson were 
lack of 1. knowledge or experience or 
precedent or guidance regarding trust 
work, 2. of adequate organization, staff, 
and equipment, 3. of business develop- 
ment plans or programs, 4. of realistic 
relation of charges to costs, and 5. of 
adjustment of relationship with lawyers; 
also 6. bankers’ attitude toward trust 
department and trust business in gen- 
eral. 


The major trends of progress during 
the past thirty years were: improvement 
in 1. administrative activities, 2. busi- 
ness development technique; 3. relating 
charges to costs, 4. governmental su- 
pervision; also 5. recognition of the 
preferred beneficiary in planning and 
administration, and 6. clarification of 
trust principles and policies. 


Trust Business Comes Into Own 


“For too many years, trustmen and 
commercial bankers have inclined to 
look upon the trust department as a 
separate entity, apart and distinct from 
commercial banking. But more recently 
we have begun’ to see the trust business 
in a new light. The physical separation 
of the trust operations from the tellers’ 
windows and loan officers’ desks is be- 
ing bridged by a new understanding. 
More and more, we are coming to real- 
ize that the trust business is banking.” 
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So stated F. Raymond Peterson, A.B.A. 
president and chairman of First Nation- 
al Bank and Trust Co., Paterson, New 
Jersey. 


“Almost every point of contact in 
the commercial department is a contact 
with present or prospective users of the 
bank’s trust services. The public rela- 
tions and advertising of the commercial 
department also reaches out to present 
or potential trust customers,” Mr. Peter- 
son remarked. “In a broader sense, so- 
cial and economic developments, politi- 
cal events, and national affairs affect 
the course of both commercial banking 
and trust institutions. 


The developments illustrating the in- 
creasing trend toward federal central- 
ization of financial control may well be 
“the forerunners of steps to attain in- 
creased powers of supervision and regu- 
lation over many phases of the trust 
business and may lead to confiscatory 
rates of estate taxes,” said the A.B.A. 
head. “Trust assets are an important 
part of the capital of our enterprise 
economy. Control of the flow »f capital 
is no less required than c rol of the 
flow of credit, if complete domination 
of our economy is to be the policy and 
intent of central government.” 


Noting that deficit spending and 
heavy taxation have seriously afflicted 
a large part of our population living on 
fixed incomes, and that more than half 
of all trusts have annual incomes of 
less than $100 a month, Mr. Peterson 
declared that we have seen a transfer 
of the economic rights and the purchas- 
ing power of one group of modest in- 
come to another. 


“The more complicated our economic 
life becomes, the greater grows the need 
for the services of trust institutions. 
More people than ever before now are 
beneficiaries of your services, and 
more and more of the trust departments 
of commercial banks are being operated 
on a modestly profitable basis. Their 
survival and growth is increasingly es- 
sential to the continued existence of 
our enterprise economy,” Mr. Peterson 
concluded. 


Shop Talk Sessions 


On Tuesday afternoon, there were 
four shop talk sessions; Topics and dis- 
cussion leaders were: Cost Accounting 
Procedure — Robert A. Wilson, vice 
president, Pennsylvania Company for 
Banking and _ Trusts, Philadelphia; 
Estate Planning—Earl S. MacNeill, 


vice president, Irving Trust Co., New 
York; Investments—Phillip P. Nolte, 
vice president, First Wisconsin Trust 
Co., Milwaukee; and Smaller Trust De- 
partments—Gilbert T. Stephenson, di- 
rector of the Trust Research Depart- 
ment of the Graduate School of Bank- 


ing. 


These sessions will be reported next 
month. 


Value is in The Mind 


Value, like beauty, is in the mind 
of the beholder, and changes as people 
change their minds, Thomas W. Phelps, 
assistant to the chairman of the board 
of the Socony-Vacuum Oil Company, 
Inc., New York, told the Conference. 
The business man who decries our na- 
tional mania for security when he is all 
set in life, and does so on the ground 
that it will raise taxes and weaken our 
moral fibre, is just a poor salesman, he 
said. 


“My prediction is that the American 
people will realize in time that we must 
all hang together or we shall all hang 
separately, that the magnitude of the 
job we shall undertake together will 
preclude a great depression for many 
years to come, and that competitive 
enterprise appear immeasurably 
stronger five or ten years from now 
than it is today,” Mr. Phelps concluded. 


will 


The H-Bomb 


The Conference concluded, as usual, 
with a luncheon tendered by the New 
York Clearing House Association. 
Carlos P. Romulo, President of the 
Fourth United Nations Assembly, was 
the guest speaker. 


General Romulo expressed the be- 
lief that conflicting ideologies can and 
must exist side by side under a mutual 
compact of tolerance, in the face of 
atomic, biological and hydrogen weap- 
ons which could extinguish not merely 
governments but the entire human race. 
The accomodation of his talk before. 
instead of after the luncheon, may well 
set a future pattern. 


In his gracious post-luncheon re- 
marks, Harold J. Gallagher, president 
of the American Bar Association, com- 
mended the trust fraternity for “hav- 
ing done and doing a fine public serv- 
ice in protecting and advancing the 
free enterprise system that made this 
country great.” 


TRUSTS AND ESTATES 


N 


( 
er 
for 
ing 
par 
taxe 
10‘ 
but 
194. 
qua 
of § 
for 
the 
por 
nine 
mill 
rior 


W 


\ 
mer 
disc 
the 
Div 
in t 
Bas 
mee 
on 
vice 
Tru 
Tru 
whi 
lega 

H 
lega 
of s 
kno: 
tors 
vest) 
a ce 
ister 
on j 

FF 
1947 
cipa 
as | 
shov 
haps 
ther 
in t 
even 
thro: 

A 
“stor 
statu 


full 


FEB 


PW 
te, 
ist 
Je- 
di- 
rt- 


ik- 


xt 


al, 


on. 
the 


vas 


be- 
ind 
ual 


of 
ap- 
ely 
ce. 
re. 


vell 


ent 
ym- 
av- 
rv: 
the 
his 


TES 


or 


oa te 


— —_ — —— _ a 


NEWS PARAGRAPHS... 


Third Quarter Profits Up 


Corporate profits for the third quart- 
er 1949 increased after having declined 
for the previous three quarters, accord- 
ing to a report by the Commerce De- 
partment issued in January. Before 
taxes, profits totaled $7,300 million, 
10‘ above the second quarter of 1949, 
but 20% below the third quarter of 
1948. National for the third 
quarter of 1949 was at the annual rate 
of $223,400 million, about the same as 
for the second quarter, but 5% below 
the record forth quarter of 1948. Cor- 
porate profits before taxes for the first 
nine of 1949, $21,400 
million, about 20°° below the same pe- 
riod in 1948. 


income 


months were 


A AA 


Would Liberalize Investment 
Rule 


\ revision of statutory trust invest- 
ment in New York is under 
discussion between representatives of 
the State Bankers Trust 
Division and certain groups interested 
in trust legislation, it was reported by 
Bascom H. Torrance to the mid-winter 
meeting of the association in New York 
on January 23. Mr. Torrance, who is 
vice president of City Bank Farmers 
Trust Co., is chairman of the Division’s 
Trust Investment Study committee 
which has been evaluating the local 
legal list for some time. 


powers 


Association 


Having tested the performance of the 
legal list against that of other methods 
of selection and found it wanting, and 
knowing that three out of four testa- 
tors are now granting discretionary in- 
vestment powers, the committee made 
a comparison of selected trusts admin- 
istered by the sixteen banks represented 
on it, and found: 

First, over the test period of 1926 to 
1947, there was less variation in prin- 
cipal value in restricted trusts, but they 
as well as the discretionary accounts 
showed considerable fluctuation, per- 
haps more than anticipated. Second, 
there was a definite income advantage 
in the unrestricted trusts, surprisingly 
even in the depression years from 1931 
through 1933. 

Although the committee rejects the 
“storm cellar” theory of an investment 
statute, it feels that a change to the 
full freedom of the Massachusetts rule 
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is impracticable at this time. On the 
basis of its findings, therefore, Mr. 
Torrance outlined the following pro- 
gram: 1. Separation of the law govern- 
ing trust investments from that govern- 
ing savings banks; 2. Abandonment of 
statistical formulas; 3. Granting of full 
investment discretion within a limited 
permissive area based upon some stated 
percentage of the trust. 


A A A 


Sets Up Two Common Funds 


Following authorization by the New 
York State Banking Board, as reported 
last month, Lincoln Rochester Trust 
Co. has established two common trust 
funds as of February Ist. The funds, 
one discretionary, the other legal, will 
under the direction of 
three administrative officers named by 
the Board of Directors: vice president 
and trust officer John W. Remington; 
vice president and associate trust officer 
Elliott W. Gumaer; and assistant trust 
officer Wilmot R. Craig, the latter hav- 
ing primary responsibility for the op- 
eration and maintenance of the funds. 


be managed 


A AA 
N. J. Bankers Open P. R. School 


Three-day resident study on a two- 
year banking public relations, course 
offered by the New Jersey Bankers As- 
sociation, at Princeton University, starts 
February 14. Enrollment is open to 
Manager, Directors, Trustees and Off- 
cers of member banks of the New Jer- 
sey Association, though these require- 
ments may be waived. Number of stu- 
dents will be limited to 100 for whom 
there will be extension work during the 
period between the yearly sessions. 

First year program will deal, in the 
main, with the fundamentals of public 
relations. Extension work will give the 
student opportunities to examine and 
evaluate individual bank policies. The 
second year will employ the case ap- 


proach and deal with individual prob-— 


lems. 
A A A 


Common Funds Authorized 


Title Guarantee & Trust Co. of New 
York has been authorized by the State 
Banking Board to establish two com- 
mon trust funds, one discretionary and 
one legal. 


Common Fund in Roanoke 


The First National Exchange Bank 
of Roanoke, Va., established a com- 
mon trust fund on November 1, 1949, 
under a plan conferring discretionary 
investment powers upon the trustee. 
Original participations from 39 ac- 
counts totalled $419,580, averaging 
$10,758. Unit value has been set at $10. 


A A A 


Connecticut Trusts Up 


Assets held by trust departments of 
Connecticut state banks and trust com- 
panies rose some $25 million in the year 
ended September 30, 1949, according 
to the recent report of Bank Commis- 
sioner Richard Rapport. The totals were 
$722,487,331 and $697,992,156. 

The number of accounts handled by 
the 53 reporting institutions was 11,367, 
as compared with 11,260 for 55 banks 
in the preceding fiscal year. First place 
was held by Hartford-Connecticut Trust 
Co. with 3,124 accounts aggregating 
$267.783.274. Union & New Haven 
Trust Co. was the only other department 
with over a hundred million, its 960 
accounts representing $106,485,903. 

The classification of assets shows 
stocks in the lead with $404,068,636, 
and bonds second at $220,290,960, 
maintaining roughly the same ratio as 
in the previous period. For the first 
time the report classifies the types of 
accounts, as follows: 


992 executor and 
administrator 
conservator, guard- 
ian, trustee and 
Sk 
agency, custodian, 
safekeeping and 
similar 


$ 34,082,322 
7191 


_ 379,179,759 
3184 


309,225,251 


It is interesting to observe that the 
last category is about 80% as large dol- 
lar-wise as the second although it con- 
tains less than half the number of ac- 
counts, while the first group has the 
lowest average size of all. 


A A A 


Trust Development School 


The fifth annual Trust Development 
School, sponsored by the Trust Division 
of the Illinois Bankers’ Association in 
cooperation with the School of Com- 
merce of Northwestern University, will 
be held at the Downtown Campus in 
Chicago from August 14 to 31, 1950. 
Attendance will be limited to 25, with 
preference to Illinois trustmen until 
May 1. 
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INVESTMENT EFFECTS OF OUR POLITICAL ECONOMY 


HE present generation has seen two 

major wars, the rise and fall of 
Fascism and Nazism, and the rise and 
spread of Communism. It has lived 
through two periods of inflation and 
one of the greatest depressions that has 
ever befallen the United States. It has 
witnessed several devaluations through- 
out the world and in the United States 
a reduction in the gold content of the 
dollar. It is a great credit to trust 
companies and their officers that, in 
spite of these tremendous changes, they 
were able to accomplish their assigned 
tasks to the satisfaction of their clients. 
The period ahead is fraught as well 
with many uncertainties and difficul- 
ties. But a study of past experience, 
taken alone, is likely to lead to wrong 
conclusions and the adoption of wrong 
policies. A few examples will prove this. 
Experience of the past teaches us that 
every major war is followed by a period 
of inflation, succeeded by a deflation. 
However, after World War II we wit- 
nessed an increase in prices which went 
beyond the level reached after World 
War I. Yet the deflation that ensued was 
only minor. Whereas the index of the 
cost of living decreased 19.5 per cent 
from June 1920 to December 1921, the 
decline after World War II amounted 
to less than 4 per cent. 


Economic history teaches that every 
period of inflation is accompanied by 
high money rates and declining prices 
of high-grade bonds. However, after 
World War II, notwithstanding the huge 
liquidation of long-term government se- 
curities by institutional investors other 
than commercial banks, money rates did 
not witness any material increase. 


A study of the price movement of 
equities leads to the conclusion that, as 
a general rule, the equity market is a 
good barometer of the trend of business 
activity. Again this seemed not the case 
after World War II. Average prices of 
354 industrial shares (1937-100) reach- 
ed their peak (134) in May 1946, but 


From address before 3ist A. B. A. Mid-Winter 
Trust Conference, Feb. 7th. 
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declined to 101 in February 1948 dur- 
ing the same period when business 
activity reached a very high level. On 
the other hand, beginning the middle 
of 1949, prices of equities began to rise 
and reached a new peak toward the end 
of the year, in spite of powerful defla- 
tionary forces and lower earnings of 
corporations. Apparently the equity 
market is guided less by economic than 
psychological forces, which defy evalua- 
tion. 


Controlling Factors Today 


What are some of the new develop- 
ments? Foremost, the influence which 
government exercises on business activ- 
ity is not a passing phase. It will con- 
tinue irrespective of political develop- 
ments and changes, and will be great. 
This means, above all, that in periods 
of declining business activity and in- 
creasing unemployment, the government 
will not hesitate to unbalance the budg- 
et, to increase the public debt and to 
spend large sums of money in order 
to prevent a serious depression. 


Second, maintenance of the purchas- 
ing power of the farm population, 
whether through price support, direct 
subsidies or other methods, is here to 
stay. To prevent farm commodity prices 
from reflecting the forces of demand 
and supply, it will be necessary for the 
Government not only to control prices 
but also to regulate production and 
marketing. Hence, a decline in farm 
prices followed by wholesale foreclos- 
ures of farm properties is a thing of 
the past. 


Third, social security is permanent 
and will be broadened to embrace more 
and more people. We entered the field 
of social security, notably privately ad- 
ministered pensions, without first as- 
certaining its costs and implications. It 
is, however, bound to exercise consid- 
erable influence on economic develop- 
ments. 

Fourth, the role of government in 
housing may be considered as a perma- 
nent function irrespective of political 


changes. It has been stated even by 
conservative legislators that every child 
in the country is entitled to good hous- 
ing facilities irrespective of the eco- 
nomic status of the family. 
Expenditures by the Government will 
continue to be large and taxes, both 
individual and corporate, are bound to 
remain high. Depressions of the magni- 
tude witnessed in the early ’30’s are not 
likely to recur in the foreseeable future. 


Low Money Rates 


The credit policies of the monetary 
authorities are not likely to undergo 
any material changes in the foreseeable 
future. The range of fluctuation (in in- 
terest rates) is bound to be limited: 
the public debt is still rising. If we 
would not balance the budget during 
the fiscal years 1948-49 and 1949-50, 
when business activity and tax rates 
were at a high level, and war excise 
taxes still in force, the question may be 
raised whether the budget will ever be 
balanced again. 

Series E. F and G bonds will play 
a particularly important role in the 
credit policies of the monetary authori- 
ties during 1951, 1952 and 1953, when 
a large volume of these securities ma- 
tures. Further, the spreading of pension 
plans will increase the supply of funds 
pressing on yields of high-grade bonds. 


A return to conditions permitting 
drastic reductions in our military ex- 
penditures and complete cessation of 
our economic aid and shipments of 
armaments to foreign countries is not 
likely to take place. 

One may take it for granted that in 
the foreseeable future the Federal Gov- 
ernment will not be willing to offer 
more than a 24% per cent coupon on 
long-term obligations and this more or 
less sets a pattern for all other yields 
of high-grade obligations. Moreover, as 
pension plans administered by private 
trustees and fiduciaries continue to 
broaden, the long-range outlook for 
money rates is for lower, not higher 
rates. 
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If the trustee takes into account that 
the return on bonds is bound to remain 
low for an indefinite period and may 
go lower, and if he is realistic and 
reaches the conclusion that a material 
increase in the purchasing power of the 
dollar is not likely, the first question 
he will ask is: by what percentage 
should the bond portfolio be reduced, 
and what assets should replace the sold 
bonds? The first part of the question 
will depend to a large extent upon the 
position of the individual beneficiary. 


As regards the second, particularly 
where safety of return and maintenance 
of principal are of great importance, 
shares of well-managed banks suggest 
themselves as a substitute for a certain 
percentage of bonds, since: (1) The 
dividends paid by banks, as a general 
rule, are steady, the outlook for their 
earnings is fair. If business activity is 
at a high level the banks will make 
loans. If business activity turns down- 
ward and unemployment increases, one 
may expect a rise in the public debt 
and the banks will hold more govern- 
ment obligations. (2) A great many 
bank shares are selling today substanti- 
ally below book value. As the capital 
resources increase, some banks may in- 
crease their dividends while others may 
declare stock dividends. (3) The return 
on bank shares also seems satisfactory, 
many high quality shares selling to 
yield 4 per cent or more. Certain types 
of insurance stocks may also be con- 


sidered. 


Economic Trends and Equities 


Equities are not always a_ hedge 
against inflation and under certain con- 
ditions the investor does better by hold- 
ing bonds. The following table com- 
pares prices of equities and wholesale 


prices in Great Britain from 1937 
through November 1949, 
Index of 
Prices of Wholesale 
(96) Indus- Price Index 
trial Shares 
1937 se ee. 100 100 
1938 ones 83 93 
1939 : a 95 
1940 Lees | 126 
ee . 68 140 
1942 ee eee 147 
150 
1944 . 107 153 
1945 116 155 
1946 _ 129 161 
1947 _ 131 176 
Fa 202 
1949 January _ 121 204 
November —.... 99 221 


Thus, an individual or trustee who 
bought equities in 1937 and sold them 
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in 1941 not only failed to preserve his 
purchasing power but lost 32 per cent 
of the principal. Even in 1947 when 
the share price index rose to 131, it 
compensated only partly for the lost 
purchasing power of the pound sterling 
since the wholesale price index in- 
creased in that year to 176. 
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There are specific reasons why equity 
prices in Great Britain do not reflect 
the sharp decline in the purchasing 
power of the pound. First, the high 
taxes on individuals and corporations 
and the increased taxes on distributed 
dividends. Second, the nationalization 
of some basic industries did not augur 


Fund 


115 Broadway 

New York6, N. Y. 
REctor 2-8356 
Teletype: NY1-3347 


eK 


We specialize in and offer our facilities 


for the purchase and sale of 


BANK STOCKS 


Our year-end comparative analysis of a group of the 
country’s leading banks is now available. A copy will be 
sent to you upon request. 


Blyth & Co., Inc. 


CHICAGO - 


New York - San Francisco - 


Boston + SPRINGFIELD ° 


LoutsvILLE + Detrroir +» MINNEAPOLIS 


EUREKA SACRAMENTO FRESNO 


PHILADELPHIA + PITTSBURGH * 


* Hovston + 





Los ANGELES + SEATTLE + PorTLAND 


CLEVELAND + INDIANAPOLIS 


Datias + SPOKANE + OAKLAND 


San Jose PASADENA San DieEco 


89 








well for the stockholder. Finally, the 
serious balance-of-payments problem 
and consequent rigid controls. 


The interesting part about the diver- 
gent movement of stock and commod- 
ity prices is that, while prices of shares 
fluctuated freely in accordance with the 
law of demand and supply, commodity 
prices were to a large extent controlled, 
some at substantial cost to the taxpayer. 

In France, equities proved a much 
better hedge against inflation, but only 
partially compensated for the decline 
in the purchasing power of the franc. 


% R 3 R 

‘) © & 

sa OSE OSE 

Sze ge 

es ~ 
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1938 . 100 100 100 
Ie oeceecintsiemrbcinaibina 1,366 1,712 1,632 
1949 July sain ighn 1,854 1,715 
October 1,110 2,000 1,884 


The example of France where the 
holder of equities salvaged a little 
more than half his purchasing power, 
clearly proves that in cases of severe 
inflation the holder of equities is better 
off than the holder of bonds and other 
strictly monetary claims, such as mort- 
gages, life insurance policies, and an- 
nuities. 


In the United States equities did not 
prove a suitable inflation hedge. 


Index of 
Prices of Wholesale 
(354) In- price Index 
dustri 
Shares 
| re 100 100 
1938 76 91 
1939 80 89 
1940 74 91 
1941 68 101 
1942 60 114 
ee ae 80 119 
BS i or ee 86 121 
BEE seecesnecemeones _ 104 123 
1946 121 140 
eee 176 
i aaea 191 
1949 January -.... 108 186 
November —... 116 176 


Equity and commodity prices at 
times moved in opposite directions. 
However, the holder of equities obtained 
a material increase in dividends and 
thus at least was partly compensated 
for the decline in purchasing power. 


Equities are Indicated 


An analysis of the pros and cons will 
lead to the conclusion that recent eco- 
nomic and political developments have 
even further increased the desirability 
of investing a larger percentage of trust 
funds in equities. 
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1. Government intervention in busi- 
ness and the great changes in banking. 
credit, social security, etc., give assur- 
ance that the major depression of the 
early °30’s is not likely to recur. If the 
Government did not hesitate to oper- 
ate with large deficits during the fiscal 
years 1946-49 and 1949-50, it may be 
expected that much larger deficits will 
be incurred once business activity turns 
downward, 

2. Corporations are at present in a 
much stronger financial position than 
before the war. A large percentage of 
net earnings during the past few years 
has been plowed back, increasing the 
equity. 

3. Large capital investments were 
made by corporations during the years 
1945 through 1948. Capital expendi- 
tures are declining, hence many corpo- 
rations may disburse a larger percent- 
age of earnings. This implies that the 
present dividends will be maintained 
even though earnings may decline. 


4. With the return averaging about 
6.5 per cent on representative common 
stocks, the discrepancy in the income 
from high-grade bonds is wider than 
during the past eight years. 


5. Margin requirements have to a 
large extent dissociated bank credit 
from security trading and are bound to 
narrow the swings in equity prices, al- 
though considerable swing is to b >x- 
pected. 

6. Many individuals in the higher in- 
come brackets are better off by rely- 
ing on capital gains than regular in- 
come. 

7. Dissolution of public utility hold- 
ing companies has made available high- 
grade operating utility equities, suitable 
for trust investments. 

8. The fixed assets, (buildings, ma- 
chinery and equipment) owned by cor- 
porations, have a much higher value 
than that at which they are carried on 
the books. Earnings thereon should be 
based on reproduction costs, which are 
from two to three times higher than 
the shown book value. The permanent 
rise in prices of commodities should 
lead to higher dollar profits as compared 
with the pre-war period. 

There are also unfavorable factors 
which the trust officer must consider: 

1. Taxes on corporations are high 
and nobody can tell whether they may 
be increased. 


2. The strongly-organized labor un- 
ions are in a position to demand and 
obtain higher wages as well as pensions. 


3. There is a possibility of increased 
governmental competition. 

4. High income taxes on individuals 
have reduced the ability of many to 
buy—and in some cases even to hold— 
equities. 

Six Points of Policy 

The advantages seem to outweigh the 
disadvantages particularly if one takes 
into account the fact that trust compan- 
ies have good staffs to study not only 
individual industries and companies but 
also and political trends. 
Moreover, the economic information 
currently available to the trust officer 
is much greater and more reliable than 
ever before. 

Economic and political developments 
warrant the adoption of the following 
policies by trust investment officers: 
1. Less reliance on bonds. Where the 
beneficiary is primarily interested in 
safety and stability of income a shift of 
a percentage of bonds into bank shares 
seems advisable. 2. A larger percentage 
of well-selected equities and a smaller 
percentage of bonds seem to be to the 
interest of beneficiaries, both life ten- 
ant and remainder-man. 3. The func- 
tion of the trustee should not be merely 
to conserve the principal, irrespective 
of the purchasing power of the dollar 
and the return received on the princi- 
pal. In following a policy of pure con- 
servation and of investing exclusively in 
high-grade bonds, the beneficiary in a 
period of drastic inflation is actually 
wiped out. 4. In view of the increased 
power of labor and their ability to 
base their wage demand on the employ- 
er’s ability to pay . . . new inventions 
and the new buying habits of the public, 
selectivity becomes of perhaps much 
greater importance. The performance 
of an industry or of a corporation in 
the past is no indication of what it may 
do in the future. 5. Investment policy 
should be based on a careful analysis 
of the great mass of economic data that 


economic 


are available and less on prejudices or | 


past performance. Widely-held and— 
traded equities are bound to fluciuate, 
but fluctuation should be of less consid- 
eration than the intrinsic value of a 
security, the income derived from it 
and the prospects. 6. In a changing 
world the attitude of the fiduciary must 
also undergo a change; it must be dy- 
namic and not static. It must break 
away, particularly where no legal re- 
strictions exist, from the old concept 
that preservation of principal is the 
beginning and the end of the fiduciary’s 
duty. 
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BANK AND TRUST COMPANY 
NEW YORK 


TRUSTEES ] Statement of Condition, December 31, 1949 


GEORGE W. DAVISON 
Honorary Chairman 


W. A. M. BURDEN ASSETS 


. A. M. Burden & Co. 
LOUIS S. CATES Cash and Due from Banks . . $ 424,355,883.32 


Chairman of the Board 
Phelps Dodge Corporation = . er 
U.S. Government Securities. . . 636,351,311.45 


COLBY M. CHESTER 
Honorary Chairman : Bs ar 
General Foods Corporation State and Municipal Securities 5393875763-91 


JOHN B. CLARK ; ss 

President, The Clark thread Co, Other Securities . . e. a >* ° 13,968,328.29 
JARVIS CROMWELL : 

President | Loans and Bills Purchased. a me 443,61 1,932.35 


Willtam Iselin & Company, Inc, 


BERNARD M. CULVER Real Estate Mortgages. . sr 2,362,411.95 


Chairman of the Board 
Banking Houses. . .. . 10,1 50,009.00 


America Fore Insurance Group 
JOHNSTON DE FORES1 
Interest Accrued. . . . 32717443-70 


Attorney 
THOMAS DICKSON 


President 3 0 ok 28s 
Berlin and Jones Company, Inc. Customers Liability on 


WALTER G. DUNNINGTON Acceptances Outstanding  * 4,480,386.g0 


Attorney 
Total $1,592,385,470.87 


Dunnington, Bartholow and Miller 


WILLIAM A. ELDRIDGE 
Vice President 


WILLIAM F. C. EWING 


bxecutive Vice President LIABILITIES 


Alexander Smith and Suns Carpet Co. 


WILLIAM S. GRAY ‘ 
President Capital . $21,000,000.00 


FRED H. HAGGERSON 
President ee gO,000,000.00 
Union Carbide and Carbon Corporation 
C. JARED INGERSOLL Undivided Profits. . . . 22,192,794.07 $ 133,192,794.0 
Chairman of the Board Pts. a st 33s 9*3/94 7 
Kansas, Oklahoma and Gulf Railway Co. 
K. T. KELLER Reserves: 
President, Chrysler Corporation 
GEORGE M. MOFFETT l'axes, Interest, etc. 4,980,012.28 
Chairman of the Board 
Corn Products Refining Co. 
a E- +” ci ema S. JR. 
sce President P: ca i | . ‘ . , - 
ayabDie january I9SoO . I,OS0,000. 
rusTIs PAINE cn q J Y 3s 195 15 oa 
Chairman of the Board, New York and i a ny 
Pennsylvania Co., Inc. Acc eptances .. . : $7534 7>443- 16 
AUGUSTE G. PRAT 1 p_ ge a 
Chairman of the Board In Portfolio ° 2,286,1 13. 74 5,061 3329-42 


The Babcock and Wilcox Company 


Dividend: 





GWILYM A. PRIC! Deposits o « « « « «+ 4,448,101,335.10 
——- ) 
estinghouse Electric Corporation Total $1 2.28 70.8 
LUCIUS F. ROBINSON, JR. 23 9%s3°52470+07 


Attorney 
Robinson, Robinson and Cole 


JOHN P. STEVENS, JR There are pledged to secure public monies and to qualify for fiduciary powers 


President, J. P. Stevens & Co., Inc. 
HENRY P. TURNBULL U, S. Government Securities e ° ° ° e e $52,915,772.72 


Montclair, New Jersey 


WILLIAM WOODWARD 
New York, N. Y. A MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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SHOULD TRUSTEES BE CONSERVATORS ? 


MAYO A. SHATTUCK, ESQ. 


Haussermann, Davison and Shattuck, Boston 


E must not allow ourselves 

in this profession to blunt 
our striking power, or the bright 
_ success of our progress, by real 
| or apparent division among our- 
selves. You must not, therefore, 
regard these proceedings as a 
debate or a contest but as an 
inquiry—a disquisition upon one 
of the most interesting social 
questions in the world: Whither 
| American trusteeship, in our 
free society ? 
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Mayo A. SHATTUCK Such a disquisition cannot be 


finished in a morning, a year, a decade, or even a genera- 
tion. Such a disquisition must of necessity be a continuing 
process for a thoughtful professional man. Upon its con- 
tinuance, indeed, depends all of our future progress. In 
its wake will follow the law, somewhat ponderously, pattern- 
ing itself to reflect the already outmoded experiences of 
past generations. 

Nor can any man retard the onward rush of such tides 
as there are. Even if it is more comfortable for lawyers, for 
example, to be contented with the ancient and certain rules 
of the past, they must learn, alas, that the currents will 
sweep around them and go streaming off to the horizen. If 
the business man prefers the abacus, he will end by hearing 
the neighborhood resound with a thousand competing mod- 
ern cash registers. If the insurance company or the bank 
insists upon doing things the old way because it seems safest 
for it, or surest in an uncertain world, it must be prepared to 
see new professions created to fill the needs of man. 


The history of American trusteeship will show what I 
mean. Time was when the specially trained members of my 
profession were almost exclusive practitioners of the fiduci- 
ary art. Then came the newly ambitious insurance company, 
with special qualifications in the field by the power of com- 
mittee judgment and the concentration of money, only to 
behold, by its own neglect, the deterioration of the fiduciary 
function into a sort of vermiform appendix, vestigial in na- 
ture. Finally came the commercial and trust bank, now 
in the full tide of its prestige and power, and genuine 
ability. Right now is the time to reflect upon the course of 
the times and the speed and power of the current. 


Four Trends 


What have been the great social and legal developments 
in our chosen field of our generation? The trust is a con- 
sensual transaction; and what we do as fiduciaries must in 
all likelihood reflect the desire of our clients, tempered only 
by limitations set by dictates of the social group. 





LOUIS S. HEADLEY 


President, First Trust Company of St. Paul, Minnesota 


HE road to the future is 
lighted solely from the past. 
A single faculty saves us from an 
endless repetition of the same 
mistakes and sends us on our 
way. That faculty is memory. 
Method and end are both 
carved out of experience. We 
rove in the direction that has 
brought us the greatest satisfac- 
tion: we use the tools which 
have advanced us farthest on our 
way. Each step, in a sense, is an 
experiment and determines, to a 
degree, the one which follows. It may reveal better methods 
for speeding us along a familiar path; or it may turn us 
toward a new and better goal. A wise man has counseled 
us to listen to the voice of prophecy, but has subjoined 
the admonition to “prove all things and cleave to that 
which is good.” 





Louis S. HEADLEY 





We trustmen and the institutions we represent are the 
products of a long past; yet we look to the future. To aid 
us in our quest I propose to review the course over which 
we have come in the hope that it will illumine the road 
ahead. The searchlight of experience, I believe, will prove 
a more reliable beacon than the gleam of a star. 


Birth in Fraud 


It is a strange thing that the benign institution of the 
common law trust had its origin in fraud—to avoid the 
medieval burdens of feudal tenure. This product of fraud 
has become the protege of equity. The explanation for this 
strange reversal can be found only in the tremendous urge 
which was behind it; that urge was family security. 


Land, in the time of Edward IV, was the chief form of 
wealth. If the land could be preserved, security was as- 
sured; if it could be passed on to the children, their future 
was reasonably safe. But feudal tenure was hazardous. 
Rights in land might be lost by fines and escheats or by 
loyalty to the wrong political party. Family security was in 
constant jeopardy. A conveyance to uses proved to be the 
solution. As Blackstone observes, “the idea being once in- 
troduced, however fraudulently,” became almost universal 
“through the desire men had of providing for their children 
by will, and securing their estates from forfeiture.” 


With the coming of the industrial revolution, the posses- 
sion of land no longer was a sufficient answer in the quest 
for security. A multitude of things made in shops and 
factories became virtual necessities. Money mounted in 
importance as a medium of exchange. 


From addresses before 3lst A. B. A. Mid-Winter Trust Conference, Feb. 8th. 
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First, our activity has grown enormously. John Sibley 
called attention, during this last year, to Gilbert Stephen- 
son’s estimate that over thirty-six billion dollars of wealth 
is held in corporate personal trusts alone in the United 
States, and made the dramatic contribution of noting that 
in 1870 this figure would have described what was probably 
the entire national wealth. If you take in individual fiduci- 
ary portfolios, that total would probably exceed one hun- 
dred billion dollars. If you add all insurance trusts and 
various aggregations of capital devoted to charity and 
public purposes, it would be easy to speak of two hundred 
billion dollars. The rate of growth is itself increasing. 

Second, the modern use of the trust device is vastly more 
flexible and much more suited, incidentally, to the man of 
moderate means. As of December 31, 1948, the number of 
corporate non-court trusts reported in TRUSTS AND EstaTEs! 
as held by national banks had risen to nearly 95,000 as 
against roughly 79,000 court trusts. It is now obvious 
that living trusts and their cousins—various types of agency, 
custodian, and special arrangements—are outstripping wills 
at a rapid pace. The pace is not rapid enough, for the will 
doesn’t compare with the revocable living trust for estate 
planning purposes. 





Third, the law is making the very rapid progress toward 
liberating American fiduciaries from hampering restrictions 
in management and investment practices and, of great col- 
lateral importance, is also taking much belated steps to re- 
lieve the long suffering life tenant from bearing most of the 
expenses resulting from management and conservation. In- 
telligent reforms like those relating to the apportionment, as 
between principal and income, of the proceeds of sale of 


‘Aug. 1949 TRUSTS AND ESTATES 499. 









SCUDDER 
STEVENS 
& CLARK 
FUND, Inc. 





Fepruary 1950 





Prospectus on Request 


10 POST OFFICE SQUARE « BOSTON 9, MASSACHUSETTS 


It became increasingly a repository for accumulated 
wealth. Money might be saved and traded later on for 
goods or services. It afforded protection for old age and 
those who came after. Moreover a capital fund could be made 
to yield a steady flow which in turn could be converted 
into all sorts of desirable things. Here then was the way 
to family security. 


Protect Principal for Income 


The machinery was already at hand. For generations se- 
curity had been provided through the common law trust. 
All that was needed was to substitute money for an area of 
land as the subject matter. The pattern remained the same. 

Frequent mention has been made in recent years of the 
transition from the res to the quantum theory in the mea- 
sure of a trustee’s responsibility. It must not be supposed 
that this represented any change in the basic philosophy of 
trusteeship. It was but a change in method. The purpose 
remained the same; it was to provide security through 
conservation. 

There is grave danger in stressing the importance of 
conservation that trusteeship will be misunderstood. That 
danger must be removed at the outset by a very positive 
statement. The welfare of near beneficiaries is the dominant 
objective of most family trusts. While the duty of the trus- 
tee is often said to be two-fold, the purpose is largely 
singular. It is to provide an income for those who are near 
and dear to the settlor which will be adequate and regular, 
and never fail. The method which has evolved out of long 
experience as best suited to accomplish that objective is the 
conservation of a productive principal. We do ourselves and 
trusteeship a serious injustice when we say, or assume, that 


Price: 


Net asset value 























unproductive property, and of the compensation of fiduci- 
aries and of certain other expenses, come more and more 
closely toward fulfilling what ought to be considered as 
the grantor’s natural hope and intent than did the old 
practices. My chief complaint in these respects is that banks 
have been acting too much like lawyers in respect of these 
reforms. They have requested and have received much 
broader powers of managerial control; but they have been 
overreluctant to use their new-found freedoms with all of the 
imagination that their friendly critics could desire. 


Fourth, our type of client and our kind of society have 
greatly changed. We are not likely ever to return to the 
days when rich people could be as strong and rich as they 
like, regardless of how many people are poor and weak— 
not while we maintain universal suffrage as a cardinal point 
of our political philosophy, and not while we cut down as 
many trees as we have been cutting to convert them into 
reading matter. We are not going to be interviewing so many 
people who have accumulated, either by inheritance or by 
brilliant and prudent conduct of their own affairs, the vast 
portfolios of investment securities of yesteryear. 


British Precedent 


Since 1914, the purchasing power of our dollar has 
shrunk, according to one estimate,? from par down to 43 
cents; and the end is not yet, obviously. In the meantime, 
developments across the Atlantic are nothing short of revo- 
lutionary. It behooves us to be attentive to all that happens 
in England, for any person trained in English legal history 
can warn that conditions in Britain at a given point are all 
too likely to be reflected here a half generation later. 


Francis Williams, former adviser on public relations to 
the Prime Minister, in his book, “The Triple Challege,” 
says this about the kind of society the Labor Government 
has been trying to establish in the United Kingdom since 
the war: 


The socialist state, British style, is broadly egalitarian, in that 
the wide disparities of income which previously characterized 
British society will be replaced by variations within a compara- 
tively narrow range, and the great incretions of inherited capital 
which created and sustained inequality in its worst form will 
be dispersed; one in which the distribution of the basic essentials 
of life will be according to need and not according to the finan- 
cial ability to command supplies; in which one of the primary 
objectives of national policy will be economic security and full 
employment; and in which the main sources of economic and 
industrial power will be owned and controlled by the community, 
although in the rest of the economic field there will remain scope 
for a great deal of private activity and enterprise within the 
framework of a general plan designed to make use of the na- 
tional resources in the way most suited to the national needs. 


The following table, prepared from a recent British white 
paper, shows how the tax policy of His Majesty’s govern- 
ment has already accomplished, in just a few years, a level- 
ling off between British classes. : 


Number Number 

Receiving Receiving 

Net Income 1938-39 1947-48 
Over £6,000 7,000 70 
£4,000 to £6,000 12,000 3,430 
£2,000 to £4,000 56,000 58,500 
£1,000 to £2,000 155,000 320,000 
£500 to £1,000 . 450,000 1,378,000 
£250 to £500 _.. 1,820,000 8,740,000 
£150 to £250 . ee 8,470,000 
ls. 2 .............. _._ Not taxed 2,030,000 


*Brevits, Vol. F. No. 22 (Nov. 21, 1949), Vance, Sanders & Co. 
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principal is preserved for remaindermen whom the testator 
may never know, and that the immediate beneficiary is 
concerned only with income. Capital is not guarded in 
order that it may ultimately go to X°, X*, and X°; it is pro- 
tected in order that it may always be there to yield a return 
to A’ and A”, the present objects of the testator’s concern. 
If this single purpose is to be accomplished, it is obvious 
that a reasonable balance must be maintained between se- 
curity and yield. 


Change in Fiduciary Function 


The transition from a res to a value as the subject of 
the trust worked a great change in the function of the 
fiduciary. The problems of a trustee to hold land were 
comparatively simple. Ordinarily the beneficiary was left 
to make it productive. It was quite otherwise when the 
trustee became charged with a value. Not only did he 
have to conserve the value but he had to make it productive. 
It is frequently said that he ceased to be a mere custodian 
and became a manager. But because a trustee took on 
managerial duties we must not infer that he became a 
manager plenipotentiary or that the old limits of trusteeship 
were abandoned. Management was directed to a specific 
end; to conserve the original value which was entrusted 
to him and to make it reasonably productive. The old land- 
marks of experience were still regarded; the general pat- 
tern of trusteeship remained the same. 


The problem now largely became one of investment. 
Obviously if there was to be any measure of accomplish- 
ment there had to be a unit of value. It had to be the one 
unit which in daily life measured all things, and that was 
the currency of the realm. The trustee, therefore, was 
charged with a value measured in money. He was charged 
with any money loss occasioned by his fault. Money was the 
only unit which measured and commanded all elements of 
security. 

It is not surprising, therefore, that the method of invest- 
ment which first suggested itself to trustees was the loaning 
of money on terms which insured its return at a stated time, 
with a fixed price for its use in the interim. Other methods 
might proffer a greater yield but none promised equal as- 
surance of income and the eventual return of principal. Gov- 
ernment obligations have always held first place, but we are 
all familiar with the emergence of railroad, public utility 
and even certain industrial bonds into the category of safe 
and productive investments. 


Equities Come to Fore 


In the course of time many corporations, whose vast 
capital requirements came mostly from participating stock, 
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grew to maturity and to established places in our national | 
economy. Shares in these corporations seemed to possess | 


an adequate element of safety and at the same time to pro- 
vide a larger income than fixed obligations. Prudent men 
increasingly were regarding certain stocks as permanent 
investments rather than as speculations. 


It was but natural, therefore, that alert trustees should 
explore the possibilities in corporate stocks. With increas- 
ing frequency testators and settlors were expressly author- 
izing their purchase. The modernization of investment stat- 
utes seemed imperative. The major project undertaken by 
the Trust Division during my year as its president was the 
preparation of a model statute adopting the rule of pru- 
dence. The work of Mr. Shattuck in drafting this statute and 
preparing the booklet on the Prudent-Man Rule was but 


TRUSTS AND ESTATES 










tion 

rend 
haps 
state 
make 
whis 
quite 


Fey 






y is 
i in 
pro- 
turn 
ern. 
ious 
| se- 


f 
i 
g 
' 
£ 
4 
| 


t of 
the 
were 
left 
the 
| he 
tive. 
dian 
- on 
le a 
ship 
cific 
sted 
and- 


pat- 


1ent. 
lish- 
one 
was 
was 
rged 
; the 
s of 


vest- 
ning 
ime, 
10ds 
| as- 
OV: 


ility 
safe 


vast 
ock, 
onal | 
sess | 
pro- 
men 
nent 


ould 
eas- 
hor- 
stat- 
| by 

the 
pru- 
and 
but 


\TES 





It will be seen that although the middle class has pretty well 
held its own (contrary to many opinions) the upper middle class 
and the wealthy have decreased greatly in number; while those in 
the range from £250 to £1,000 a year have increased enormously. 

In its taxation policies aimed at the “great incretions of inherited 
capital which created and sustained inequality in its worst form” 
the government has been no less successful. The internal revenue 
report showed that in 1947-48, of the 62,050 estates on which it 
levied death duties, only one exceeded £3 million; [twenty-one] 
were valued at between £800,000 and £1 million. Two large farms 
were taken over by the government in lieu of taxes. 


I fear that we shall not escape this same sort of evolu- 
tion altogether. Are we likely, during its progress, to sur- 
render our ancient individual rights and privileges? Per- 
haps so, but | think not. We are likely to reject the police 
state, to defend our freedoms. But we are equally likely to 
make sure that the crochety old gentleman with the side 
whiskers and the iron deer on the front lawn is never again 
quite so powerful in his native village as he once was. 


New Type of Client and Problem 


If this is to be our social and economic climate, it will 
surely follow that an entirely new set and type of client will 
be ours for the future. 

A typical estate planning situation today would involve 
the owner of a company with a net worth of, let us say, 
$1,000,000. The company may be earning $100,000 a year, 
after taxes. There may be 150 employees. The owner may 
have a salary of $35,000, a similar sum in dividends. He 
probably will be more than 50 years of age. He usually will 
be married: and it is almost certain that his wife, even 





another instance of the tremendous contribution which he 
has made to trusteeship through the years. 


But the Prudent-Man Rule represents no turning of trus- 
teeship from the age-old quest for family security. This 
objective is still to be realized in the same old way, by 
conserving a principal and compelling it to yield the high- 
est return consistent with safety. The Prudent-Man Rule 
has been law in Massachusetts time out of mind, but the 
decisions in that state suggest no other method. Balance is 
still king, with security and yield in nice adjustment. It 
would be a serious disservice to the Rule, and a gross mis- 
interpretation of its meaning, for trustmen to suggest any 
departure from the formula that the way to continued se- 
curity is through the conservation of a productive principal. 


Abandon Useful Tool? 


Do the circumstances of the day and the outlook for the 
years ahead indicate either that the objectives have changed 
or that the methods evolved through these centuries of 
experience are no longer effective? Has the basic desire for 
family security disappeared in these fast moving times? 
It would be a strange thing if so deep a passion were sud- 
denly to disappear; and there is no evidence that it has 
even diminished, Everywhere men are crying for security. 


But is the number of beneficiaries who still stand in need 
of protection so small that trusteeship should be moulded to 
advance the lot of those who can afford to take chances 
rather than to provide safety for those who need it? Protec- 
tion is not a universal good. There must always be those who 
will venture into the unknown and the uncertain, even in the 


(Continued on page 120) 
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A TRUST DEPARTMENT'S BALANCE SHEET 


JOHN W. REMINGTON 


Vice President, Lincoln Rochester Trust Company, Rochester, New York 
President, Trust Division, American Bankers Association 


HE record of banking and trust 

business over a span of years will 
depend to a large extent upon its suc- 
cess in providing solutions to the hu- 
man problems arising with and among 
the loyal co-workers who make up the 
team which is daily selling service to 
its community. The figures in state- 
ments and reports of a financial insti- 
tution are but the graphic record of 
the results of human effort and en- 
deavor. Favorable figures are made pos- 
sible solely by the sincere and loyal in- 
terest of humans working closely to- 


gether. 


Let’s look critically at the compon- 
ent parts which properly may be said 
to constitute our Trust Department Bal- 
ance Sheet. On the asset side, our 
Property Account should consist of 
quarters of sufficient size, location and 
type of arrangement and appearance 
that customers may feel at home and 
at ease and our employees can feel 
equally at home in performing their 
daily tasks. The operating divisions 
should have adequate quarters with 
the best lighting and sound-proofing 
available. The space allotted should be 
sufficient to eliminate any feeling of 
crowding to the point that it tends to 
decrease individual efficiency and happi- 
ness. The most modern and efficient 
machinery and equipment should be 
provided, enabling our employees to 
produce records which will combine 
accuracy and clarity. 


Of what does our Investment account 
consist? Do our inventories seem up to 
date and the best which can be offered 
at this time? Are our processes the type 
and character which will produce for 
customers the best results obtainable? 
These questions concerning our current 
assets are on the minds of the bene- 
ficiaries and other customers of our 
Trust Department. 

Unlike many industries, our major 
asset is our investment in human be- 
ings. Approximately two-thirds or 
more of the cost of maintaining a Trust 
Department consists of wages and sal- 


From address before 31st A. B. A. Mid-Winter 
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aries. The next largest expense is rent 
for quarters which are provided for 
customers and employees. 


There must be a close relationship 
between the officers directing the many 
phases of trust activities and _ those 
in charge of the personnel. The compe- 
tency of personnel will determine the 
long range progress of the Trust De- 
partment. The members of a staff wel- 
come training which will widen their 
horizons and lead to more responsible 
positions. The booklet “Staff Relations 
with Trust Customers” outlines the ma- 
terial with which to start such a pro- 
gram. A course or group of staff meet- 
ings based on this booklet can be help- 
ful but it is only a start in a continuous 
program. 


Capitalize on Human Inventory 


The Trust Department is constantly 
calling upon other sources for advice 
and assistance. Do we acquaint our 
stockholders and directors sufficiently 
with what we accomplish in our many 
Trust Department relationships in order 
to obtain their fullest cooperation? 
We have only ourselves to blame if we 
fail to capitalize on this inventory of 
those who, by ownership and office, 
have declared themselves to be on the 
asset side of our Balance Sheet. 


In some balance sheets we notice the 
item “Processes” listed among “Other 
Assets.” In a Trust Department “Pro- 
cesses” can be said to be the ways and 
means by which Stockholders, Direc- 
tors, Top Management, Banking Depart- 
ment officers and employees are utilized 
and cooperate to increase trust business, 
to strengthen the personnel and to im- 
prove the operations. Some of the most 
successful “Processes” by which we can 
develop this team work are: 

1. Attendance at Trust Department 


staff or committee meetings of some 
officers from other departments 

2. Attendance at Credit meetings of an 
officer of the Trust Department 

3. A new business development program 
in which Trust Department and 
Banking Department officers work 
closely to produce business for all 
departments 





4. Inclusion in bulletins to employees of | 


interesting phases of trust business 

5. Adequate references in the Presi- 
dent’s Annual Report to Stockholders 
and his Report to Directors of the 
scope and character of Trust activi- 
ties. 

Each year an increasing number of 
banks and trust companies recognize 
the opportunity to strengthen teamwork 
through the Annual Report. Examina- 
tion of several 1949 reports shows the 
inclusion of such things as charts ex- 
hibiting the growth of fiduciary busi- 
ness, the scope of the services offered, 
reference to the establishment of a 
Common Trust Fund and the value of 
group judgment. Photographs of the 
Trust Department and its officers have 
been used effectively to bring before 
the stockholders and many others who 
see them the personalities of those who 
will be dealing directly with trust 
customers. 


The Annual Report, pictorially and 
by words of description, can emphasize 
such matters as the importance and gen- 
eral character of Federal and State 
examinations of the bank and Trust 
Department. Supervisory authorities 
will be most cooperative and undoubt- 
edly pleased to have stockholders and 
others know of and recognize the value 
of their participation in the protective 
program of the bank. The Report also 
can include from time to time some 
description of the Auditing, Mortgage 
and Real Estate and Investment depart- 
ments which play an essential part in 
good trust service. Employees are made 
happier and assume _ responsibilities 
more readily when they feel the im- 
portance of their work. 


A monthly employee _ publication, 
staffed by employees, is worth all the 
effort and expense where the size of 
the organization permits. The great 
value of an active Employees’ Associa- 
tion can be aided by an annual report 
of the President to fellow-workers, 
among other things stressing the vari- 
ous provisions for employees’ welfare 
through Pension Plans, Group Insur- 
ance, employees’ dividends and other 
means beyond salaries and wages. 
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Annual Officers’ Conferences 


Some banks have found that a two 
to three day conference, preferably 
away from the bank, attended by offi- 
cers in charge of departments, divisions 
and branches in addition to top manage- 
ment. is a most effective medium of en- 
couraging cooperation. Panels and dis- 
can opera- 
tions. including costs and charges, loan- 


cussions be conducted on 
ing policies, customer relations, Trust 
Department activities, etc. and can stim- 
ulate ideas leading to improved opera- 


tions and service. Inclusion of a di- 
rector or two should prove helpful in 
keeping Directors informed as_ well 


as permitting junior officers to know 
personally the men who establish poli- 
cies. 

Another with 
is to ‘hold three or four dinner meet- 


method used success 


ings each year for the supervisory 
group—branch managers, department 
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50 EAST 42ND STREET 


heads and supervisors. The only senior 
officers present are the President and 
the Vice President in charge of per- 
sonnel so that the meeting shall not 
be overweighted by top brass. The 
President, in advance of the meeting, 
requests attending to submit 
questions in writing, unsigned, concern- 
ing any phase of the company’s affairs. 


those 


Many officers and employees of a 
Trust Department, over a span of years 
have maintained a happy relationship 
with the mebers of three generations of 
a single family and have helped in the 
solution of many personal problems. 
The good will created is bound to pro- 
duce profitable trust business, many 
times from unexpected sources and un- 
der ideal sponsorship. 

One item which appears on the lia- 
bility side of the ledger of most busi- 
ness corporations is “Accounts Pay- 


able.” while the largest single item on 


bank statements is “Due Depositors.” 
On our Trust Department Balance Sheet 
we have assumed obligation our cus- 
tomers, which can be fulfilled only 
through excellent quality investment, 
tax and accounting service, backed by 
a sincere personal interest in the bene- 
ficiaries. With many people the manner 
in which a matter is handled or pre- 
sented is often noticed by a customer 
more than the actual performance of 
the essential work. A perfect technical 
performance is not enough; we must 
display to it others in a proper way. 
Another ‘account payable’ is the ob- 
ligation all officers owe to those associ- 
ated with them in the Department: 
Sympathetic understanding, willingness 
to place responsibility, and creation of 
opportunities for advancement. 
(Continued on page 132) 
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TRUST SERVICE IN ENGLAND 


R. W. JONES 


Manager, Trustee Department, Westminster Bank, Ltd., London, England 


N the London ‘Times’ of December 

20th, 1853, there appeared an an- 
nouncement of the formation of a con- 
cern styled “The Executor and Trustee 
Company” with a projected capital of 
£100,000, its Honorary Council 
sisting of three ex-judges and its Ex- 
ecutive including several eminent legal 
gentlemen of the day. History does not 
record the fate of this legal child born 
into a world scandalised by the idea of 
a paid trustee. 


con- 


Towards the close of the last century 
there was a good deal of agitation for 
the appointment of an Official Trustee 
and for legislation empowering joint 
stock bodies to function as executors 
and trustees. What lay behind this agi- 
tation was the melancholy and oft-re- 
peated story of the defaulting private 
trustee coupled with the increasing dis- 
inclination of individuals to assume the 
sometimes onerous responsibilities. To 
alternatives to the private 
trustee a government bill was sponsored 
by the Lord Chancellor which culmin- 
ated in the Public Trustee Act 1906. 


If some chroniclers of those far-off 


provide 


days are to be believed, the banks were 
almost forced into this new sphere of 
business by the demands or entreaties 
of their customers who were attracted 
Public but 
averse to entrusting their affairs to a 


by the idea of a Trustee 
government official. Customers still turn 
instinctively to their bankers for advice 
on all sorts of personal problems, bank 
managers continually lend a confidential 
and sometimes scandalised ear to the 
private troubles of their customers. This 
being the case, the facilities offered by 
banks for trustee work 
had a certain appeal for customers, who 
realized the peculiar fitness of their 
bankers—already in possession of much 
useful information concerning — their 
family and their fortune to wind up 
their estates and look after their bene- 
ficiaries. Today there are some 21 banks 
operating an executor and trustee serv- 
ice in Great Britain. 


executor and 


Excerpts from address at 3lst A. B. A. Mid-Win- 
ter Trust Conference, Feb. 6th. 
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The volume of trust business accruing 
to the banks rapidly overhauled that 
of the Public Trustee. For example in 
1923 the Public Trustee took 450 grants 
of probate as against 210 grants to other 
Trust Corporations. Ten years later the 
respective figures were 500 and 1,880. 
In the same period the active business 
of one of the Trustee Departments in- 
creased by 65‘% whilst the increase in 
the Public 
was 30‘. 


Trustee’s current business 


Stimulus of War 


The outbreak of the last war quick- 
ened the tendency to away with 
the anachronism of the private trustee 
in favour of the corporate body, imper- 


do 


vious to the onslaughts of war and im- 
mune from the accidents of this transi- 
tory life. The Munich crisis in 1938 re- 


sulted in a marked increase in the 
number of wills appointing banks. 
The actual administration of wills 


became increasingly difficult as the war 
the initial aris- 
ing in some cases from the evacuation 


continued, dislocation 


of Trustee Departments out of London 


into the country. A_ relatively large 
proportion of assets suffered damage by 
enemy action—in one bank the pro- 


portion of war damaged buildings to 
the total of properties held was as high 
as 33‘.. The Principal Probate Regis- 
try and the Estate Duty Office removed 
themselves into the fastnesses of North 
Wales on the outbreak of war and this 
remoteness coupled with their inevitable 
depletion of staff also contributed con- 
siderably to the time-lag in completing 
the administration of estates. Finally 
income tax offices were similarly affect- 
ed and inspectors were naturally more 
concerned with the fiscal affairs of the 
quick than with assessing the tax lia- 
bilities of the dead. 


It is interesting to see to what ex- 
tent changes in the social and economic 
structure of this country are reflected 
in the business of Trustee Departments. 
People are less inclined in these days 
to create continuing trusts in their wills 
by giving life interests followed by dis- 


tribution outright to a following gen- 
eration; they are more prone to be- 
queath their estates absolutely. In the 
last the 
proportion of executorships to contin- 


ten years in one _ institution 
uing trusts has increased from 49.26% 
to 66.16‘: 

The change in the distribution of 
wealth in the last decade is reflected in 
some degree in the size of estates ad- 
ministered by English banks. 


Capital Value of 1937 % of 1947 % of 
Estate. £s total no. toal no. 
of execu- of execu- 
Not torships torships 
Exceeding Exceeding 
l. 100 2,500 24.7 20.0 
2. 2,500 5,000 13.4 20.0 
3. 5,000 10,000 21.6 26.3 
I. 10,000 15,000 10.6 10.6 
5. 15,000 25,000 9.5 11.8 
6. 25,000 50,000 13.4 7.4 
7. 50,000 100,000 1.] 2.4 
8. Over 100,000 a 1.5 


The decline in the number of estates 
over £25.000 probably reflects the tend- 
ency for a testator to make settlements 
in his lifetime. which will rank outside 
his estate if his life is prolonged by 


five years. 


Relations with Bar 
When banks first embarked on ex- | 
ecutor and trustee business there was 


a good deal of wagging of heads over 
the prospect of hostility on the part of 
solicitors who would regard this incur- 
sion of banks into new pastures as a 
menace to their profession. Experience 
how ill-founded 
Work would _ be 


handled by the family solicitor if an 
estate were being administered by a 


has shown were these 


misgivings. which 


private executor is still so entrusted 
if a bank is acting. Banks refuse to have 
any part or lot in will-making. The 
large and increasing number of solici- 
tors who entrust the administration of 
their their 
indicative not only of amicable rela- 
tions, but also of their high opinion 
of the quality of trustee service given 
by banks. 

Acceptance of executorships is never 


own estates to bankers is 
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refused on the ground of smallness of 
the estate and most renunciations take 
place on account of some impracticable 
elements in a will which had not been 
submitted to the bank for approval 
during the lifetime or by 
reason of the insolvency of the estate 


testator’s 


or because no provision has been made 
for the bank’s fees. 
Compensation 

Requests by the banks for legislation 
enabling them to make statutory charges 
for their executor and trustee services, 
were not conceded by the Government: 
consequently an express clause must be 
inserted in customers’ wills permitting 
the charging of fees by reference to a 
published scale. In the case of new set- 
tlements or trusts transferred to a bank, 
the 
the 


case 


it is necessary to procure covenant 
of interested parties to 
of the In the 


todian trusteeships. no authority for the 


payment 
relative fees. of cus- 
payment of fees is necessary for a trust 
corporation is authorized by the Public 
Act 1906 so to 
fees not 


and to 
Public 


act 
the 


Trustee 
charge 
Trustee's scale. 

The 


position to the banks in the matter of 


exceeding 


Public Trustee is in a superior 
fees. He has a statutory power to charge 
the estates of testators will bear 
not at the 
the making of the respective wills but 
at the date of death and if during the 
of the 


made in 


them. 


the scale in force time of 


an in- 
the 
loaded ac- 


administration 
the fee 
estate will be 


currency 
crease 1s scale. 
charge on the 


cordingly. 


Generally speaking there is an initial 
or acceptance fee payable when the 
bank enters on its executorship or trust 
duties, an annual management fee dur- 
ing the currency of the administration, 
an investment fee on any change of in- 
vestments and a withdrawal or distri- 
bution fee chargeable when any asset 
of the estate is disposed of by transfer 
to beneficiaries. In there 
are additional fees payable for excep- 
tional work occuring in the course of 
administration. 


most cases. 


The agglomeration of a persistently 
increasing volume of business in a cen- 
tral department is likely to result in an 
administrative mass liable to smother 
that individual concern for beneficiaries 
in all good trustee- 

for this is being 
opening 
trustee branches in the larger centers 
throughout the 
The trustee branch is proving 


which is inherent 
ship. The 


found in 


remedy 
decentralization by 
of banking activity 
country. 
to be a less costly unit than a central- 
ized business in London—with its heavy 
and other overhead 
Then local administration has 
the beneficial effect of personal contact. 


rentals onerous 


charges. 


Investment Problems 


\ survey of one hundred recent wills 
involving life interests showed that in 
52 cases executors were limited to trus- 
tee securities either explicitly or by 
of any mention of investment 
cases 


absence 


powers: in 33 executors were 


vested with limited powers outside trus- 


tee securities: in only 15 cases the type 
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of investment was left to the absolute 
discretion of the trustees. The list of 
authorized investments which heralds 
the Trustee Act 1925, has woefully 
shrunk in consequence of nationaliza- 
tion of transport and redemption of 
sundry stocks. 


“With a view to alleviating the hard 
lot of life tenants, the question of en- 
larging the list of authorized securities 
was raised by stock exchange interests 
in the early part of 1947, with the 
blessing of ‘The Times.’ There is ample 
precedent for this change, for at least 
seven times in the latter half of last 
century, the list of trustee securities was 
extended in order to cater for changes 
in the national wealth. There is also 
good cause for further enlargement to- 
day for repayment of Colonial and In- 
dian loans, and the disappearance of a 
good selection of medium-yielding se- 
curities as a result of nationalization 
has left practically only Government 
stocks—the yield on which, until re- 
cently, has progressively declined. 


However, when this matter was raised 
in the House of Commons at intervals 
in 1946 and 1947 the questioners got 
what can only be termed dusty answers 
from the Chancellor of the day. 
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AMERICA’S BEST KNOWN BANKS 


Shake Sool ual Company 


Second of a Series 





The President’s room carries out in great detail the pleasant atmosphere of an early 
colonial office. 


HE State Street Trust Company in 

Boston has become one of America’s 
best known banks withoit ever having 
consciously tried for such distinction. 
It has no high pressure publicity cam- 
paigns, no breathless trumpeting of its 
It has arrived at its 
position in the nation’s financial world, 


virtues. eminent 
in something more than half a century. 
largely through following the admoni- 
tion, “Be yourself.” 

While the bank does not attach ihe 
terms “public relations” and “publicity” 
to its operations, it has carried out the 
soundest of public relations policies and 
these lead naturally to local, national 
and even international publicity. The 
appearance of its quarters, its attitude 
toward the services it offers, and the 
training of personnel both with respect 
to the technical part of their work and 
their contacts with the public, taken 
together make a public relations pro- 
gram of the highest order. 

This is not to suggest that the bank 
is unaware of the importance of letting 
people know of its services. But the 
statements in its own advertisements and 
booklets are much more modest 
to the point of understatement—than the 
enthusiasms of writers in national pub- 
lications. Of itself, the bank writes: 





even 


100 


“The State Street Trust Company has 
always endeavored to provide efficient 
banking service in a friendly and courte- 
We do 
that we can render better service than 
other banks, but 
that we have an organization so selected 


ous way. not make the claim 


we do feel confident 


and trained that we are fully prepared 
to perform our various functions in a 
thoroughly competent manner. It is our 
desire to carry out our duties in such a 
way that those coming in contact with 
our organization will always find it a 
real pleasure doing business with us.” 


“The Hustling Bluebloods” 


But consider some of the comments 
about State Street Trust, read by mil- 
lions, carried in a three page article in 
the Saturday Evening Post: the 
bustling bluebloods of State Street Trust 
find no chore too odd if it protects a 
client. carrying out the spirit of 
State Street Trust.” 
This referred to the now classic story 
in which the Saturday Evening Post re- 


Boston’s unusual 


ported: “The last place you might ex- 
pect to find a member of a bank’s trust 
department during the night-owl mo- 
ments after midnight is on the roof of 
an elderly lady’s house, furiously shove- 
ling snow. Yet this phenomenon hap- 


pened a few years ago in staid old 
Boston. The shoveler. whose name is 
Kendrick, had been sleeping cozily in 
his own blizzard, 
Boston’s 
him. Instead of 
squirming deeper under the blankets, 
Kendrick himself of the 
elderly lady. She happened to be a 
trust of the State Street Trust 
Company, where he is an officer in the 


when a 
whooping boisterously 


bedroom 
down 
streets, awakened 
bethought 


client 


real estate department. Remembering 
that the roof of the lady’s house had 
just been reported as getting weak in 
the horrified at the 
thought of what a few tons of snow 
might do to it. Kendrick dressed hur- 
riedly and went to his client’s rescue. 


beams. and 


He shoveled snow so manfully that he 
broke a skylight in an adjoining build- 
ing. but the threat to the lady's prop- 
erty and life were averted.” 

It is not remarkable that the writer 
further the State Street 
Trust: “It is no cold, impersonal insti- 
tution, but a place with dignified but 
warm 


observ ed of 


personality——a personality — so 
soothing that clients with no business 
to transact sometimes drop in just to 
sit and relax. When they die. some of 
the elderly customers leave small lega- 
cies to its employees. just as they do 
to relatives or faithful family retainers.” 


The Saturday Evening Post writer 
the bank’s 
remained to 


was attracted by colonial 
but he 


attitudes and services. The interior of 


flavor, extol its 
the banking rooms is patterned after 
the old counting rooms of the Boston 
merchants during the first part of the 
18th century, arranged on a much larger 
scale, and with the addition of the most 
modern banking facilities. The grilles 
with the 

granite counters and floors. 


are in keeping seam-faced 

A simple 
paneling of Michigan pine and English 
oak covers part of the ceiling and walls. 
with pillars and window mullions faith- 
fully copied from earlier ones. Pewter 
inkwells and antique whale oil lamps— 
lighted au- 
thentic reproductions of old refectory 
tables. 


now electrically are on 
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Believing that the interest in early 
and recent shipping is almost universal, 
the bank’s officers have collected many 
models of privateers, merchant ships 
and whalers. These are placed over the 
grilles and in other parts of the bank, 
and depositors have been known to 
glance at one of them and observe, “My 
grandfather sailed in her.” 


The room of President Allan Forbes 
is modelled after a business office dating 
from the late 17th century. In it is a 
true copy of an early fireplace with two 
sets of andirons which permitted the 
heating of several pots at the same time. 
It boasts a genuine “Governor Dudley” 
fireback that shows a cowering royal 
governor surrounded by British soldiers 
who are protecting him from angry colo- 
nists. The door of a closet is from a 
whaler that was wrecked off Cuttyhunk. 
The beams in this modest but unique 
ofice are from Harvard’s oldest build- 
ing. Massachusetts Hall. 

Of the Trust Department, the bank 
savs. “In planning our present Trust 
Department offices, it was our aim to 
preserve as far as possible the unusual 
and distinctive atmosphere of our Main 
Office 
approval of those who do business with 
us. The result is that in this department 
there are old ship’s figureheads, ship's 


which has seemed to meet the 


lanterns. fire buckets. sea chests and 
many old style picture books. Through- 
out the department is one of the largest 
collections of paintings of Pilot Boats 
ever assembled, which is particularly 
appropriate since the department is, of 
course. devoted to piloting the affairs 
entrusted to it through the difficulties 


and hazards of property management.” 
Cost Less 


When the bank moved to its present 
quarters in 1925, President Forbes de- 
cided to give the new home its colonial 
flavor. Though much care and money 
were spent in assuring correctness of 
detail 
that there had been an actual saving 


and attractiveness. it came out 
of some $100,000 in creating the new 
home as compared with the cost of a 
conventional bank interior. 


The decor and the collection 
to be an effective publicity tool. The 
bank has become a stopping place, not 
alone for 
who carry the word of its friendly and 
historic atmosphere through this and 
foreign countries. The guest book con- 


prove 


Bostonians but fer visitors 


tains celebrated names from every walk 
of life. 


Other claims to distinction are its 
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more than 30 pamphlets on various 
phases of Boston and New England 
history which have become collectors’ 
items. These are not the casual products 
of professional writers working for a 
fee but are written and prepared by 
President Forbes himself, with the col- 
laboration of Ralph M. Eastman, vice 
president. 


Respect for tradition and the past is 
only one of the. bank’s interests. There 
is on display a valuable collection of 
aviation stamps at the Union Trust 
Company branch of State Street Trust. 
The branch, in fact, is itself something 
of a museum of flying, just as the main 
office is one of nautical New England. 
At the Union Trust branch plane models 
hang from the ceilings, and the walls 
are covered with photographs and 
other memorabilia of all the notable 
planes since the Wright brothers’ ven- 
ture at Kitty Hawk. And if the customers 
are air-minded they can have 
checks bearing pictures of various types 
of planes. Further, the bank is one of 
the first to have set up time-payment 
plan to help private purchasers finance 


even 


the buving of airplanes. 


Policy Toward Public 
With this as a setting the bank further 
speaks to the public in a well-modulated 
voice with the pleasant Boston accent. 
On desk 
Forbes’ signature, State Street’s attitude 
toward its public is briefed: 


blotters bearing President 


“Believing that the feature of courtesy 
in our service cannot be over-empha- 
sized, | have noted the following points 


for each of us to keep constantly in 
mind: 


“Our Policy—Courtesy at all times, to 
all people under all conditions. 


“No circumstance warrants a dis- 
courteous reply. 


“Remember that the harmful results 
of discourtesy are far-reaching. 


“Always bear in mind that an im- 
patient manner leaves a bad impression. 


“Be extra careful in talking over the 
telephone, especially in regard to the 
tone of voice used. 


“A wrong impression is often caused 
hy a thoughtless or facetious remark. 


“All transactions with our customers, 
in any department, are strictly confiden- 
tial. 
‘Courtesy to all’ includes our fellow 
workers as well as those outside our 


organization. 


“If we live up to the foregoing, the 
high standard set for the State Street 
Trust Company will be attained.” 


A reason for the good impression 
created by State Street Trust that has 
led to costless publicity is the sincerity 
with which the tellers and others who 
come in contact with the public have 
taken the President's words. At State 
Street the employees are specially 
groomed for their jobs; the teller must 
cultivate a memory for faces and each 
must be able to recognize about 1,000 
of the bank’s 15,000 depositors. 


Booklets Also Used 


Advertisers and booklets have played 
a part in creating the reputation of the 





A section of the Trust Department. The model over the old ship’s table is of the Hannah, 
first American ship regularly commissioned for war duty by authority derived from the 
United Colonies. 
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bank. Advertising has been effectively 


presented, with a border of rope tied 
in a square knot, and covering the 
bank and trust services. One advertise- 
ment, “Selecting the Right Pension 
Plan,” offers a booklet, “The Trust 
Investment Method for Funding Pen- 
sion Plans.” Another, “Speaking for 
Ourselves,” among other 
things: “It is never our intention to 
disturb satisfactory relations elsewhere, 
but we would like to be kept in mind 
when any change or increase in bank- 
ing connections is contemplated.” 


One of the booklets the bank has 
distributed is called “Leaves from the 


observes, 
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Log of The State Street Trust Com- 
pany.” This booklet, descriptive of the 
bank’s quarters, is bound in light sail 
cloth and carries a line-drawing of the 
old Canton Packet, the ship in which 
President Forbes’ grandfather went to 
sea in the China trade, at the age of 13. 
The Canton Packet is 
decorate stationery, blotters and checks. 


also used to 
There is also “A Brief Description of 
our Trust Department,” and “At the 
sign of the State Street Trust Company,” 
the latter describing the services the 
bank offers. Other booklets are “Look- 
ing Ahead,” which discusses new de- 
velopments in science and industry, and 
“Will Making—the Chart of an Estate.” 

The publicity which State Street 
Trust has received as a result of just 
being itself has reached enviable pro- 
portions. Just clipping the stories that 
have happened to come to the atten- 
tion of bank officers, not through any 
clipping service, more than 200 accum- 
ulated in the past year. Besides the 
Saturday Evening Post article, there 
stories in all the Boston 
papers—one columnist twice devoting 
his whole column to booklets publish- 
ed by the bank. The Christian Science 
Monitor, with its huge national and 
international circulation, 
its Sunday Magazine cover to a State 
Street Trust painting of a ship, and its 
center spread to an article and color 
reproductions of old sailing cards from 
State Street’s collection—sailing cards 


have been 


gave over 


were a robust form of advertisements 
for cargoes and passengers. Life Maga- 
zine carried a two-page picture story 
on President Forbes’ office and work- 
ing habits. There were mentions of the 
bank in the widely circulated novels 
by John Marquand (“Point of No Re- 
turn” and “The Late George Apley”) 
and a third mention in a play by the 


same author. 


Numerous references to the bank are 
made more or less constantly over the 


air. One of the more amusing of these 
occurred when, over a “Community 
Interview” program, the persons inter- 
view were offered money prizes if they 
could repeat three times in rapid suc- 
cession, “State Street Trust Company.” 
The bank (pleased) had been unaware 
that the program had been planned. 

Of these accomplishments in the field 
of publicity and public relations. one 
of the bank’s officers said, “I have read 
a lot of stories in various publications 
about formal public relations programs. 
We have no program but try to live 
public relations every day.” 


A BB A&A 


Attention Arresters From 
Recent Trust Ads 

Here are some eye-catching and per- 

title-lines of 

ments recently published: 

for Whom?” 

Trust Co., Quincy, Mass. 


Life Insurance Tax Ex- 
Florida Bank at Or- 


suasive trust advertise- 


“Heirloom Granite 

“Is Your 
empt?” 
lando. 

“Could Your Wife Fill Your Shoes?” 
—First National Bank & Trust 
Co., in Macon, Ga. 

“A Home Life that 
petuating” State Bank and Trust 
Co., Evanston. Ill. 

“No Job for an Amateur.” 
National Bank. Ariz. 
“WHY You Can't ‘Leave Everything’ 

To Your WIFE.”—-The Fort 
Worth National Bank. Tex. 
“Which Page Will Your Daughter 


Deserves Per- 


Valley 


Read?”—(picture of girl look- 
ing at society news and Help 
Wanted pages) State-Planters 


Bank and Trust Co., Richmond. 
Va. 

* ‘Tlegal’ Provisions in Your Will.” 
Security Trust Co., Miami, Fla. 
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HIS is in the nature of a fable. 

The head of a business, in the pro- 
cess of setting up his plans for the year 
to come, predicated his decisions upon 
estimates of his company’s capital re- 
quirements for the following twelve- 
month period, as supplied him by his 
associates. The figures represented a 
casual and rough estimate instead of a 
painstaking assembly of facts. This esti- 
mate fell so short of the amounts actu- 
ally required, it became necessary for 
the company to abandon a substantial 
portion of its plans, at a heavy loss, and 
to curtail its facilities with a still heavi- 
er loss. 

Of course, this is fantastic. It is ab- 
surd to assume that any intelligent busi- 
nessman or business organization would 
follow such a haphazard practice. Isn’t 
it equally fantastic and absurd to plan 
an estate with merely a rough or casual 
estimate of liabilities—without complete 
facts? 








This is the new “streamlined” model of the 
all-plastic trust reminder desk stand, made 
available to local members of the bar by 
Union Bank & Trust Co. of Los Angeles. 
At the bottom of the card is a place for the 
counselor’s signature. 
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ESTATE ANALYSIS 


in ACTION 


HEMAN T. POWERS 


Powers System of Estate Analysis, Cleveland 


In many respects, an estate is simi- 
lar to a business. Its ultimate health and 
usefulness depend upon its “Current 
Ratio”—the ratio of its cash, or cash 
equivalents, to its liabilities and other 
cash requirements. An unfavorable ratio 
usually necessitates the conversion of 
frozen assets with a resulting loss of 
estate capital and purchasing power. 
Since the current ratio of an actual 
estate reflects all of the cash require- 
ments—not some of them—and all of 
the available cash or its equivalents, 
shouldn’t planning procedures be predi- 
cated on a reasonably close estimate of 
all the requirements? 


Because of his lack of information on 
estate problems or their causes, the 
estate owner has little or no knowledge 
of his estate’s cash requirements, nor 
is he capable of estimating them. He 
must, perforce, depend upon his attor- 
ney, life underwriter, accountant or 
trust officer. Are not we, in whom an 
@state owner reposes confidence and to 
whom he has come for guidance in pro- 
viding for his family, under an obliga- 
tion to predicate our advice on facts 
rather than upon casual or incomplete 
estimates, and to insist that the estate 
owner provide us with the necessary 
data? 


I lay so much emphasis upon the 
I have 
instances of casual estimates and 


obvious because observed too 
many 
talked with too many estate owners who 
believe they have done their duty as 
fathers and American citizens by the 
execution of new wills, the creation of 
trusts, the purchase of new insurance 
or the programming of the old, but 
whose objectives were doomed in the 
same manner and for the same reason 


as the hero of the foregoing fable. 
The head of the New De- 


partment of a well known trust company 
told me not too long ago, “We don’t 
go into great detail. We just make a 
rough estimate of a customer’s taxes 
and administration costs and, if he has 
a heavy obligation, the amount of his 


Business 


debt. If there is a discrepancy in the 
ready cash, we call in the underwriter.” 
Such a roughly estimated deficit, it must 
be assumed, was provided for by the 
recommended insurance—when a_ few 
more dollars in liabilities could trans- 
form a casually conceived favorable 
current ratio into one so unfavorable 
that the estate owner’s objectives would 
be tragically frustrated! 


Just the other day, I ran into the 
case of an individual who, for specific 
reasons, was opposed to qualifying any 
more of the interests passing at his 
death for the Marital Deduction, than 
was necessary to assure adequate liquid- 
ity. He was advised that certain of his 
assets, already qualified, would reduce 
the taxable value of his estate to such 
an amount that the taxes thereon, com- 
bined with all other cash requirements 
(carefully estimated), would be 
than his cash and other liquid assets, 
thus creating a liquidation surplus. A 
careful computation produced a deduct- 
ible of $192.000 the 
rough estimate. The resulting increase 
in the tax wiped out the estimated li- 
quid surplus and created a probable de- 
ficit of $60,000. 


less 


value less than 


Yes, it takes time to be meticulous 
and time is money. On many an occas- 
ion, it has been said to me, “I haven't 
time to go into much detail.” After all, 
itself 
or not we are Analyzing and Planning 


I guess it resolves into whether 
estates merely to create opportunities to 


life 


the case may be, or whether we _per- 


sell our services or insurance, as 
form such service in order that we can 
do a better job. Probably, like Russia. 


it’s a state of mind. 


Procedural Program 


This extract from a letter recently 
received from William P. Drakely. Jr.. 
with the Arthur 
Schmidt Agency of the New England 
Mutual Life Insurance Co. in Philadel- 
phia and who specializes in “Business 


who is associated 


and Estate Planning,” is one of many 
instances of a closer collaboration be- 
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tween life underwriters and members of 
the Bar, which are increasingly coming 
to our attention. He graciously attri- 
butes his inspiration to past articles by 
Mayo Shattuck and the writer in 


Trusts AND Estates. We are passing 


this on to our readers because it may 

inspire others. He says: 

... “In order to avoid wishful thinking 
and to achieve complete objectivity, we 
are considering the adoption of the fol- 
lowing procedural program for collabora- 
tion with attorneys in estate planning: 

1. To obtain the estate owner’s author- 

with his attorney 
before analysis. Since the life under- 
writer's chief function is to help the 
client satisfy his economic needs and 
desires in with present 
or contemplated instruments 
this should be an extremely practical 
step. 

2. After with the attorney. 
to secure his opinion on the legal 
fabric and then go over the analysis 
with him to the findings in 
detail. In this manner, 
with 


ization to consult 


accordance 


legal 


consulting 


review 
agreement 
to the problems which 
with the 
elements to which they are attribu- 
table, can be 
rective procedures worked out. 


respect 


warrant correction, along 


secured and the cor- 


3. Upon attaining the attorney’s approv- 
al of the completed plan, to seek his 
recommendation as to how, when and 
where the report is to be presented 
to the estate owner. In the conference, 

underwriter 

logically in the 


the attorney and _ life 
can work together 
behalf, the 


ing and 


client's attorney discuss- 


recommending — corrective 
procedures and the life underwriter 
providing the 


the analysis. 


economic solution to 


The objective of this procedural pro- 
gram is to avoid piecemeal planning and 






to forestall the evil effects upon the cli- 
ent, underwriter and counsel, of any other 
than a complete and fully competent re- 
view of all problems involved: economic, 
legal and personal. Most important, this 
program will bring unique and _ perhaps 
unprecedented opportunity for giving the 
client the benefit of creative thinking.” 
In emphasizing the constructiveness 
of this procedural program, I am im- 
pelled also to lay stress on the “TRINITY 
OF PLANNING PROPERTY TRANSFER.” 
An estate plan, of course, must not only 
be legally and economically sound but 
likewise must be administratively prac- 
tical. It must satisfy not one, but all of 
these cardinal requirements whether it 
consists merely of a will or involves 
multiple or interdependent procedures. 


Notwithstanding the legal and eco- 
nomic soundness of the estate plan and 
its administrative practicability, the ac- 
complishment of its objectives rests 
upon the capable management of the 
estate. Some one has said that anticipa- 
ting a problem is an important aspect 
of managerial performance. With the 
contributions which the trust officer is 
able to make in the light of his experi- 
ence with many estates and with many 
similar plans, the “TRINITY” is incom- 
plete without his participation. 


TRUST COUNCIL NEWS 
Pittsburgh 
Malcolm E. 
and chief investment officer of Peoples 
First National Bank and Trust Co.. and 


Clifford L. Potter, vice president of the 
Mellon National Bank and Trust Co., 


Lambing. vice president 
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Ancillary Administration in Michigan 


This bank invites your consideration of its facilities to serve 
in situations requiring ancillary administration in Michigan. 
We also welcome the opportunity to work with out-of-state 
organizations as co-transfer agent, co-registrar and in all types 
of personal and corporate trust capacities. 


MANUFACTURERS NATIONAL BANK 


OF DETROIT 
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discussed Trust Investments at the Jan- 
uary 27th meeting. The program com- 
mittee, of which Henry Cooper is chair- 
man, should be commended for their 
choice of discussion subjects, for the 
effectiveness of the underwriter in ad- 
vocating the employment of experienced 
management for the estate is in ratio 
to his understanding and appreciation 
of the fiduciary’s problems and methods. 


Fort Worth 


The Fort Worth Trust Council, which 
was organized in 1944 to, “(1) Provide 
the public with the best available in- 
formation upon subjects of current in- 
terest, (2) Provide a medium for the 


Missouri’s 
Largest 


Fiduciary 


This company engages 
only in the trust busi- 
ness. It does no banking 
business. It accepts no 
deposits subject to 
check. 


It administers more 
trust property than any 
other Missouri financial 
institution. 


It is the oldest trust 
company in Missouri. 


For ancillary service 
in Missouri or South- 
western Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 
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discussion of common problems, and 
(3) Promote acquaintanceship and co- 
operation among the four groups,” (at- 
torneys, trust company officials, ac- 
countants and life underwriters) is 
conducting an interesting and construc- 
tive series of meetings built around a 
single hypothetical estate problem. The 
subject of discussion by each guest 
speaker deals with some aspect thereof. 
The problem: 


“Mr. and Mrs. (Mary) John Jones are 
citizens of Fort Worth; they have four 
children, Tom (25), Susan (23), Jack 
(21), and Betty (16). John was a salar- 
ied clerk when he and Mary married in 
1922, but starting in 1925 with $2,000.00 


institution: 





pank 


sg executor-*™ 





Mary inherited, he has built up an estate 
he estimates is worth $600,000.00. The 
estate consists of certain stocks and bonds, 
one producing oil lease and two non-pro- 
ducing leases, some royalties, 85% of the 
stock in a Texas corporation, one-half 
interest in a partnership, $60,000.00 of life 
insurance, and a home. In 1942, John and 

Mary created a trust with a Fort Worth 

bank as Trustee for the four children.” 

It is the purpose of the 1949-1950 
program of the Fort Worth Trust 
Council to consider the legal, tax, ac- 
counting, insurance and trust problems 
inherent in the planned disposition of 
John’s and Mary’s estate. The subjects 
which have been discussed are, “Separ- 
ate and Community Property in Texas,” 


The booklet referred to by the attorney is part of a 
Purse trust promotion program. 


Purse programs bring direct results. They pave the 
way for personal solicitation of trust business. 


Write now for a demonstration of a Purse program, 
designed to get new business for your trust depart- 


ment. No obligation. 


THE PURSE COMPANY 
Weadguanrters for Prust AAduentising 


CHATTANOOGA 2, TENNESSEE 












“The New Treasury Department Regu- 
lations,” “Texas Inheritance Taxes,” 
“Life Insurance Beneficiary Designa- 
and Settlement Options — Tax 
Consequences and Legal Pitfalls.” 


tions 


The subjects to be discussed at fu- 
ture meetings are, “Trust Administra- 
tion Experiences,” “Close Corporations 
Preferred Stock—Li- 
quidation Problem.” “Musts in Estate 
Conservation,’ and the final 
Plan for the Estate of John Jones and 
his wife, Mary Jones.” 


Common and 


one. “A 


The steady increase in the formation 
of groups similar in composition and 
objectives to Dallas, Fort 
Wayne, Fort Worth and Houston. as 


those in 


well as others we may be unaware of. 
is socially significant. Even an elemen- 
tary understanding of the “Other Fel- 
low’s” profession or business not only 
begets an awareness of its importance 
and of one’s own limitations but an ap- 
preciation of the need for collaborative 
effort. participating 
individual profits, but those who benefit 


Obviously, each 
most are the wives and children whose 
welfare depends not only on “what.” 


but “how” it is left. 


North Jersey 


At the annual meeting of The Life 
Insurance and Trust Council of North 
Jersey, held on January 25, the follow- 
Newark. 
elected as officers for the ensuing year: 

President— Daniel L. Reiber. A.T.O. 
National State Bank: Ist Vice President 

Charles W. Mercer. Massachusetts 
Mutual Life Ins. Co.: 2nd Vice Presi- 
dent—J. Wallace A.V.P. & 
T.O. The Howard Savings Institution: 
Secretary —William R. Beardslee. 
coln National Life Ins. Co.: Treasurer 

John S. Bacheller, T.O. Fidelity Un- 


ion Trust Co. 


ing members, all of were 


Scanlon. 


Lin- 


Philadelphia 


Present problems in the pension field 
were discussed by A. J. Ostheimer, 3rd. 
of Northwestern Mutual Life Insurance 
Co., at the January 26th meeting of the 
Philadelphia Council. 


as Bo S 


$1 to Mate if Necessary 


Mrs. Alice M. Costello of Philadelphia 
bequeathed $1.00 to her husband “if 
that is necessary.” Judge Robert Bolger 
has ruled that he won't get it because 
Pennsylvania law does not require any- 
one to leave any part of the estate to 
the surviving spouse. 
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BUSINESS INTERESTS IN ESTATES 


TAX CHANGES SUGGESTED TO AVOID SACRIFICE 


W. T. HACKETT 


Vice President and Trust Officer, The Huntington National Bank, Columbus, Ohio 


VERYONE who has accumulated 
an estate (thus becoming an_in- 
since 1932, has done so in the 


face of serious and increasing odds, in 


vestor ) 


the form of ever mounting income taxes. 
As a consequence, with the exception 
of those who have made their money 


in recent years out of the professions 


and farming, post-1932 wealth has 
largely been created by the develop- 


ment and operation of small, closely 
held 


proprietorships. The average man with 


corporations, partnerships and 
an interest in a small business has ac- 


cumulated wealth represented by in- 
ventories, receivables, machinery. bricks 
and mortar. Today's income tax laws 
from the 
much 


and 


preclude his taking down 


business—if it is a corporation 


more than he needs to live on: 
excess income is usually plowed back 
into a cash 
102 


of the Internal Revenue Code permits 


into plant expansion—not 
surplus—to the extent that section 
such retention of corporate earnings. 

Then. when he dies. one of the many 
inconsistencies of our tax laws singles 
him out—because of the nature of his 


principal investment-—-and in = many 
cases severely penalizes him, either by 
destroying that which he has spent years 
in building or at best by forcing his 
estate to dispose of it, often at a sacri- 
fice price. 

In the 


such as closely held corporation shares, 


case of unlisted securities. 
or an interest in a partnership, or a 
proprietorship (not disposed of with- 
in twelve months after death) the Fed- 
eral Estate Tax Laws and Regulations 
specify that the “fair market 
shall be established for such 
and this is generally defined as being 


value” 


assets, 


“the price at which property would 


From statement before Joint Committee on The 
Economie Report, Congress of The United States, 
December 13, 1949. 
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change hands between a willing buyer 
and a willing seller, neither being under 
any compulsion to buy or sell.” As a 
where an interest in a 
closely held business is retained by an 
estate, almost invariably a question is 
raised by the authorities as to its “fair 
market value” for tax purposes. 


consequence, 


As a general rule, it may be stated 
that the taxing authorities usually claim 
as tax value the higher of book and 
a capitalized earnings value, and the 
ultimate “compromise” is seldom lower 
than the mean of the two values. To 
support this statement, | append (Chart 
A, p. 108) a partial list of cases that have 
reached the courts. For every case liti- 
gated, there are many settled by the 
and therefore 
the values claimed and finally agreed 


“compromise” method, 


upon are not readily available. 


Asterisks to the right denote cases 
finally settled for a value no higher 
than the mean of the values claimed by 
the taxpayer and the Commissioner. Of 
62 cases. 19 were settled at or lower 
than the basis of the taxpayers’ claimed 
values. In sixty-six per cent of the cases 
the Government's claim was sustained, 
ten per cent were decided in favor of 
the taxpayer. and twenty-four per cent 
were “compromised” at a figure sub- 
stantially higher than that claimed by 
the taxpayer. 


Time Consumption 


These controversies are time-consum- 


ing and therefore costly, in terms of « 


counsel fees and other costs. whether 
the taxpayer wins or loses. | also sub- 
mit a short, but representative list of 
which involved claims of tax 
value, showing the time required to 


settle them (Chart B). 


cases 


To show how this problem applies to 
specific cases, I shall take for illustra- 


tion the last twenty cases I have ana- 
lyzed between April 1948 and Novem- 
ber 1949. The nature of these estates, 
the proportion which involve closely 
held business interests, and the prob- 
lems inherent in them are representa- 
tive of the entire group of 400 to 500 
estates | have analyzed. Chart C (p. 109) 
shows a condensation and _ simplifica- 
tion of the type of assets and tax fac- 
tors involved in these estates. 





CHART B: 
TIME REQUIRED FOR VALUATION 


Time From 
Death Until 


Value 
Established 
Title of Case Yrs. Mos. Days 
Hanscom, Exrs., 23 BTA 173 5 1 19 
Est. of McDougall, 45 BTA 803 2. 11 27 
Brooks v. Willcuts, 9 F. Supp. 19 4 6 ll 
Est. of Bennie, 13 BTA 105 } 9 16 
R. S. Buchanan, TC Memo, 

2-8-41 4 8 2 
Nat. Bk. of Oneonta, 17 BTA 654 7 2 ££ 
Waterman, J. B. BTA Memo. 

12-12-41 7 2 


Walter, H. H. Exrs., 2 BTA 4532 9 27 
Est. of H. M. Springer, 45 BTA 


561 . 4 7 26 
Johnston. H. L.. TC Memo. 

6-22-43 ; 5 5 1 
Hazelton, B. F. Jr., TC Memo, 

7-14-43 3 5... ii 
Mcllhenny, F. P., 22 BTA 1093 5 : % 
E. M. Staunton Est., 29 BTA 376 7 10 ] 
Est. of Geo. H. Walker, 23 BTA 

663 . 6 3 8 
True, Exrs. v. U.S., 51 F. Supp. 

cc. ee 2 S35 
Burda, L. J.. TC Memo, 7-21-43 1 6 7 
Bank of Calif., 133 F. (2d) 428 6 9 15 


Edwards, C. W. Exrs., 31 BTA 
879 

Kennedy, Exrs. 4 BTA 330 

Est. of W. Maxwell, TC Memo; 
te * | ae paid a 

G. F. Milton, 17 BTA 380 __. 

Bob v. Comm., TC Memo, 6-7-45 


Nv 
_ 
_ 
—_ 
co 


(oa oe 
Nw & Ww 
i) 

—— 





Est. of Vandenhoeck, 4 TC 125 9 

Anthracite Trust Co., Admr., 
fo). a ee 8 
AVEO = SS 8 9 
107 








CHART A--VALUATION OF BUSINESS INTERESTS 


Name of Case Taxpayer 


Hettie M. Stroh, TC Memo, 1-19-43 _$ 381.56 
R. S. Buchanan, TC Memo, 2-8-41 160.00 
Wishon v. Anglim, 42 F. Supp. 259 540.00 

640.00 
Sarah H. Bradley, TC Memo, 8-6-43 121.00 
True, Exr. v. U.S. 51 F. Supp. 720 7.50 
Bank of California v. Comm. 

133 F. (2d) 428 _.. 135.63 

Estate of T. C. Thompson, 3 BTA 902 
Cmn. 55.00 
Ist Pfd. 75.00 
2nd Pfd. 65.00 
G. F. Milton, 17 BTA 380 24.50 
P. C. Pendleton, Exrs. 20 BTA 618 150.00 
Brooks v. Willcuts, 9 F. Supp. 19 140.00 
Estate of Hogan, TC Memo, __4-6-44 1,125.00 
Newell, Exrs. Ingalls v. Comm. 154.10 

25 BTA 773 75.00 
Waterman, J. B. BTA Memo. 12.50 

12-12-41 370.00 
Kennedy, Exrs., 4 BTA 330 0.00 
Am. Trust Co. (Estate of Bennie) 

13 BTA 105 142.00 
Forbes v. Hassett, 124 F. (2d) 925 0.00 
Nat'l Bank of Oneonta, 17 BTA 654 500.00 
Bob v. Comm., TC Memo. 6-7-45 300.00 
Schroth, Exrs., 5 BTA 326 - 175.00 
Walter, H. H. Exrs., 2 BTA 453 130.00 
Est. of H. M. Springer, 45 BTA 561 200.00 
Est. of W. Maxwell, TC Memo, 11-3-44 9.50 

75.50 

Vandenhoeck, Est. of P. M., 4 TC 125 14.00 
11.93 

Johnston, H. L., TC Memo, 6-22-45 31.00 
Harter, Exr. Estate of Bromley, 100.00 
16 BTA 1322 1,000.00 


Comm. Court Name of Case Taxpayer Comm. Court 
$ 620.40 $ 465.00 Laird, Exrs., 38 BTA 926 - 758.00 1,760.60 1,000.00 
478.00 478.00 6,046.00 15,043.66 —8,500.00* 
836.36 584.23* C. W. Edwards, Exrs., 31 BTA 879 200.00 310.00 310.00 
1,023.95 678.55* Estate of Fairchild, 9 BTA 416 138.15 177.00 177.00 
430.00 275.00 Hancy, Exr. Hone, 17 BTA 464 300.00 345.00 345.00 
10.00 9.70 Hanscom, Exrs., 24 BTA 173 50.00 100.00 100.00 
Irvings Bank-Columbia Trust, Exrs. 62.23 90.00 90.00 
179.45 179.45 Estate of O. Jaeger, 16 BTA 897 500.00 735.00 735.00 
Estate of W. McDougall, 45 BTA 803 50.00 100.00 100.00 
234.00 200.00 25.00 50.00 50.00 
85.00 85.00 Day, Exr., 3 BTA 942 100.00 175.00 175.00 
75.00 75.00 Gessell, Exrs. Kelly, 41 F. (2d) 20 311.60 475.00 475.00 
174.00 100.00 100.00 110.00 110.00 
400.00 400.00 Dougherty, Admr. Keenan, 
175.00 175.00 4 BTA 1232 540.00 696.00 696.00 
2,100.00 1,459.00 Good, H. B., BTA Memo, 9-25-42 90.00 150.00 115.00* 
250.00 242.44 35.00 135.00 61.00* 
100.00 75.00* Hazelton, B. F. Jr., TC Memo 7-14-43 $1.25 16.25 13.00* 
100.00 42.50* Mellhenny, F. P.. Exrs., 22 BTA 1093 50.00 71.00 60.00* 
1,250.00 600.00 16.66 62.50 50.00* 
60.00 10.00* Stearns, Admr., 1 BTA 1252 300.00 351.94 351.94 
Worcester County Trust, Exrs., 
167.62 167.62 J. Smith, 134 F. (2d) 578 15.46 35.00 35.00 
7.46 6.84 Union Trust Co. of Pittsburgh, Exrs. 
600.00 500.00* Estate of Owens, 10 F. (2d) 362 110.00 140.00 110.00* 
332.00 300.00* Schoenheit, Exrs. Estate of Von Ruck 
332.00 300.00 v. Lucas, 44 F. (2d) 476 58.72 149.00 149.00 
170.00 170.00 Stebbins, Admr., 1 BTA 1157 1,000.00 1,725.00 1,725.00 
290.00 290.00* Kanawha Banking & Trust Co., Exrs. 
11.00 10.50 F. M. Staunton, 29 BTA 376 150.00 857.00 150.00* 
76.50 76.50 Burda, L. J.. TC Memo, 7-21-43 3.00 10.00 5.00* 
85.00 40.00* Anthracite Trust Co., Admr., (Estate 
12.50 12.50 of J. J. Brown), 3 BTA 486 110.00 500.00 100.00 
50.00 36.00* Holmes, Exrs., 22 BTA 757 160.00 100.00 245.00* 
330.00 330.00 Richardson, J. S., TC Memo, 11-30-45 33.00 12.62 12.62 
1,800.00 1,800.00 





Sixteen of these twenty cases have 
investments in closely held businesses. 
In eleven of these, the dollar value of 
investments in their businesses (taken 
at book value) represents 30‘7 or more 
of their total wealth. I should now like 
to briefly review some of these cases 
and point up the problem of tax valua- 
tion and its consequences. 

No. 2012—Is 79 years of age. He 
has a substantial interest in an auto- 
mobile agency whose stock has a book 
value of $48 per share and a capitalized 
earnings value (average earnings for 
past three years, capitalized at 10‘: ) 
of $183.30. Total succession costs that 
would be levied at his death and at his 
wife’s subsequent death would aggre- 
gate $162,992. This would more than 
consume his $129,400 of liquid-market- 
able assets. Unless other of his proper- 
ties, such as real estate, could be sold, 
part or all of his business interest 
would therefore have to be disposed of. 
This family is faced with the necessity of 
eventually disposing of the business. 

No. 2016—Is a man who has built 
up a prosperous automobile agency. A 
relatively small proportion ($77,457) 
of his total wealth is in liquid-market- 
able assets. The book value of his busi- 
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ness is $91,760, but using a capitaliza- 
tion of earnings basis the value amounts 
to $189,131—more than twice as much. 

Succession taxes payable by the time 
his properties and his wife’s reach their 
son, who is active in the business, will 
aggregate $138,227. Because the estate 
does not contain sufficient liquidity to 
meet these payments this man has ar- 
ranged that his business be liquidated 
at his death, at whatever it will bring 
at that time. 

No. 2018—Is an Ohio manufacturer 
of gloves. He is 46 years old and has 
built up two small, profitable. manu- 
facturing businesses through his own 
efforts. These companies have a com- 
bined book value of $330,950, but by 
capitalizing earnings the tax value could 
be boosted to $587,224. Taxed on this 
basis. his estate and his wife's would 
be required to pay a total of $236,829 
in succession taxes, by the time their 
properties reach their two children. 
Obviously, the $45,692 of liquid assets 
would not go far toward meeting these 
costs. Therefore, part of their 
close corporation holdings must eventu- 
ally be sold. A sale of a minority inter- 
est in this type of business would prob- 
ably not be feasible. 


some 


No. 2022 
has built up two small local businesses 


Is the case of a man who 


which operate vending machines in 
Ohio, One is a corporation all of whose 
stock he owns, the other is a partner- 
ship in which he has a 25‘: interest. 
If his estate were to retain these two 
after his 


consequence they were valued on a capi- 


businesses death, and as a 
talized earnings basis, they would be 
valued 
which 
present book value of $45,510. 


for tax purposes at $138,987. 
is better than three times their 


Because the top Federal Estate Tax 
rate at this 
would be taxed is 30‘, 


man’s 
if the capital- 


which properties 
ized earnings value were established for 
tax purposes, the tax on these holdings 
would $41,696, which is 
almost equivalent to their present book, 
and presumably liquidating, value. In 
any event, there would be but $18,625 
of liquid assets with which to meet suc- 


amount to 


cession costs totaling $50,109, by the 
time his properties reach his children. 
Thus, unless he can build up liquid 
holdings at a rate faster than he has 
been able to so far, his business interests 
will eventually have to be sold, at his 
death. 

Would you, in light of these facts, 
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= invest any substantial amount in a 
closely held business? The continued "CHART C: COMPOSITION OF 20 ESTATES 
, + success of this country is directly de- a a | 
2 2 ai ; ; 1 Ve ne hi d P iet - 
00 pendent upon prirgrnss hy high level Liquid, Semi, erehip and Proprietor Estimated 
ti} ‘ steadily 3 29.6} Jase Marketable Aqui (Book (Est. T Total uccession 
00* | of production, and steadily increasing (ys — ie Gp “ar dy | "a 
00 it. Too, | believe that we must look to d . ¥ : 
00 : . 2010 $ 236,150 $ 352,000 $ 859,900 $ 960,030 (A)$1,548,1801  ¢ gir ¢04 
00 the smaller business, and encourage it (B) 1448050;  $ ©17,624 
00 (not necessarily pamper it) if we are 201] 176,110 = 244,957 50,000 50,000 421,067 134,953 
00 to obtain that objective. 2012 129,400 120,000 138,116 470,116 pF arate 162,992 
00 | Experience leads me to believe that — 2913 121,050 81.896 29,600 155,580 (A) 358.526) 64.183 
00 P ; : —— 54,18: 
our present high estate and inheritance : (B) 232,546§ 
00 : Neils nate ieee Geol, cic aa, =e 59,811 141,817 381,117 440,166 (A) 641,794) 296,904. 
00 tax jevies are slowly pul corey de- (B) 582.7454 yn 
00 stroying the small business. Their 2015 398,000 262,970 660,970 230,236 
00 effect is less noticeable than, for in- 2016 77,497 95,600 91,760 189,131 _ seanent 138,227 
. . ‘ (B) 264,/17' 
on stance, an increase in corporate income — 997 276.050 127.948 221.973 338,095 (A) 742,093) 190.539 
00* taxes. because they do not affect all sia — _— atin re tty 
a nie Ma ae ai te corm 15,692 46,33: 330,950 587,22: (A) 779,2: 236.829 
00° property owners at one time; they pick (By 522.9745 236, 
00" | them off one by one, so to speak, as the — 2919 108,679 15,000 = 452,938 —- 867,158 += (A) ~—- 990,837) 320.763 
00° - a ; B) 576,6175 x 
y-men-owners die. It is now proposed ' ing 
~ OD | Agstlgeenles he oe 213,000 60,000 273,000 79,647 
94 | that estate tax rates be further in- 999) 90,000 45,000 135,000 21,435 
creased; and if they are, they will still 2022 18.625 53,190 15,510 138,987 (A) 210,802) 50.109 
00 :; es ww ahaa (B) 117,325) ae 
not produce a very substantial amount 4953 500.265 365,000 32,883 + ~—- 32,883 898,148 295,735 
‘oot | of revenue. In fact, if the Government — 2024 29,150 157,695 158,755 363,710 (A) 550,215) 107.019 
7 had levied a 100‘; tax on the estates . 1 (B) — 345,6005 07; 
Se cadena Hanes 1 ar the 22 14,180 98,640 68.736 268,736 (A) 381,556) call 
.00 that they collected trom last year. the (B) 181.5565 95,792 
».00 revenue so received would still not have 2026 151,243 91,000 8,645 8.645 250,888 70,094. 
siak ‘eu gna ; : : 2027 24.000 35,200 158.755 363,710 (A) 422,910) 
00° been a igni fic ant amount, in light of (B) 2179554 66.609 
00% | the Government's needs. 2028 142,744 11,000 36,090 123,909 (A) 307,653) aie 
A solution to the problem under dis- | ™ ans — nen siichie (B) pee oe 5,68: 
; . 202 2. : J (A) 240, iad 
).00 cussion would be (1) so to clarify the — (B) 140.8144 52,751 
00" | estate tax laws and regulations on the TOTALS $2,899,260 $2,547.245 $3,106,888 $5,499,396 (A) $10,945,901 ga agg y- 
62 ; (B)” 8.553303}  $3:328,174 
question of valuation of close corpora- atta 
tion interests by means of a specific . Cash, listed securities, Government bonds. 
formula or otherwise that the holder Real estate, life insurance and death benefits of annuities payable under settlement options, notes 
aie eee receivable, tangible personalty. 
who of an equity position in a small corpo- Closely held business interests valued at book value and on a capitalized earnings basis. 


Total value of estate if closely held business interest is valued (A) at the higher of book or eapital- 
2 ized earnings value; or (B) at the lower of the two values. 
in the taxing authorities claim an arbitrar- Total of statutory administration expenses (attorney’s and executor’s fees), Federal Estate taxes, 
and State Inheritance taxes that will be imposed in each case, if the higher tax value is established for 
business interest, by the time the estate reaches present owner's heirs. 


sses | ration would be protected from having 


hose | ily high. and in some cases fantastic. 
ner- | tax value for his interest; (2) permit in- 
rest. | dividuals to acquire during their life- 
two | time some form of government bond 
is a | redeemable at death for payment of 


‘api- death taxes. but a bond which itself ‘ ; ; 
| he —fhink i 


would not be subject to death tax; and = 
987. | (3) permit the individual who has a — 330) 8 
heir | taxable estate to take out life insurance FIRST 

payable to the United States Treasury. 
Tax | which insurance would not be subject 


rties | to tax at his death to the extent that J 

vital. | it was actually used to pay taxes, Pulls Oldest 
| for a @ os 

lings | Specimen Estate Tax Returns 


h is To help those concerned with the YSust Com Y 
ook. preparation of the Federal Estate Tax 


In | Return, Prentice-Hall will publish in 
5625 | March a Specimen Federal Estate and ESTABLISHED 1863 
suc- | Gift Tax Return booklet. The booklet . 
the | Will contain reproductions of Federal es- 
tate and gift tax returns, filled out, with 


“a a step-by-step explanation of each entry. PEOPLE s FIRST NATI ONAL 
qua The booklet, which includes an explan- 
_ has BANK & TRUST COMPANY 


ation of the duties imposed on the execu- 
rests | tor or administrator by the Federal es- Pittsburgh 30, Pa. 
t his f tate tax statute, is believed to be the first 

of its kind. For details write Vice Pres- 
facts. § dent W. A. Mayer, 70 Fifth Ave., N. Y. 
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Money for Good Living | 


MINNEAPOLIS BANK’S HOME AND BUDGET INSTITUTES 


HARASSED woman recently hur- 

ried into the lobby of the North- 
western National Bank in Minneapolis, 
made a bee-line for the information desk 
and queried breathlessly, “Where can 
I get help in deciding the color for our 
new wall paper? My husband and I 
have been arguing about it for hours.” 


The attendant at the information desk 
was not perplexed; the woman was not 
directed to the nearest department store. 
Instead, the attendant replied under- 
standingly, “What you want is the Home 
Institute, located on the ground floor.” 


To the uninformed onlooker such a 
request would seem as out of place as 
Christmas carols in July. But to the more 
than 7,700 members of the Home In- 
stitute Club, which demonstrates the 
latest in appliances and decorating and 
has as a motto “See Your House of 
Tomorrow Today,” such a_ request 
seems altogether normal. 


Planners Got Preview 


During the last stages of the war, 
the Northwestern National Bank de- 
cided to draw back the curtains on the 
building industry’s innovations for post- 
war planning. Through the Home In- 
stitute, the home planners got a preview 
of the various features of tomorrow’s 
home: roofing materials. insulation, air- 
conditioning and heating units, mill- 
work, new uses of glass, interior decora- 
tion, modern lighting, kitchen units and 
from cellar to chimney. 





appliances 


|, 


— 


“ill 


The Interior of the Home Institute. On the left is a small section of the library and on the right is a partial view of one of the display® | 
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The Institute was opened in October, 
1944, on the ground floor of the bank 
building arcade. The lobby entrance of 
the Institute resembles the exterior of a 
colonial home, shingled outside wall, 
shuttered window, garden bench, ter- 
race and flowers. Within is a library 
containing over a hundred books de- 
voted to home design and decoration, 
augmented by a literature rack. The 
Institute also houses eight large display 
booths, each given over to a manufac- 
turer for a period of one month, and 
three display sections which contain a 
group of exhibits supplied by competi- 
tive manufacturers through local dealer 
outlets. 

None of the booths is manned by 
salesmen but must be illustrated in copy, 
picture or model form. Institute attend- 
ants are on hand at all times to answer 
routine questions regarding displays. 
No charge is made for exhibit space. 


Quarter Million Visitors 


During the first seven weeks of opera- 
tions, some 12,000 people visited the 
Institute. Three years later this number 
had increased to 145,000 and today the 
total exceeds 250,000. The majority of 
the visitors return frequently, indicating 
their serious interest in the displays. 

Interested individuals may obtain a 
membership in the Home Institute Club, 
which offers many benefits. There are 
no dues or charges; the only member- 
ship requirement is the intention to 


build a home or remodel an existing 
structure. Members are placed on the 
Home Institute mailing list and are in- 
formed of new and unusual building 


activities, new displays in the Institute | 


and related items. Plan books of the 
Architects Home Plan Institute are made 
available to them at reduced prices. That 
members are not merely “shopping,” 
but have serious intentions of building, 
is evidenced by the planned home con- 
struction amounting to over $51,000,- 
000. 


Contest for Architects 


For the past three years, the Home 
Institute also has sponsored a model 
home contest for the senior architec. 
tural engineering class of the University 
of Minnesota. Four prizes are awarded 
for the best model homes designed dur- 
ing the year. The winning homes are 
displayed in the Home Institute and the 
display windows of the bank building. 


Of unusual appeal is the series of 
lectures each y_ well-known 
building authorities, covering such sub- 
jects as: selecting the homesite. design- 


season by 


ing the home, room furnishing. con- 
struction details, heating. air condition- 
ing and lighting, plumbing, hardware 
and paint. The lectures, which have had 
an attendance of 
given by such pre-eminent authorities 
as: Mary Davis Gillies, 
architectural editor of McCall’s; Henry 
Dreyfuss, noted industrial designer: T. 


1250 people. were 


interiors and 
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H. Robsjohn-Gibbins, designer and au- 
thor of “Goodbye, Mr. Chippendale” ; 
George Nelson, architectural constultant 
of Architectural Forum magazine; and 
Serge Chermayeff, president and direct- 
or of the Institute of Design, Chicago. 


Recently the Home Institute, in con- 
junction with the Architects Home Plan 
Institute, the Minneapolis sponsored a 
the model home built inside the Minneapolis 


sting 


- | Auditorium at a builders show. The 
ding | home was full size and completely car- 
Itute | peted, decorated, furnished and ar- 
the ranged for public inspection. 
= | Possibly the biggest promotion the 
‘hat | Institute has undertaken to date is the 
es sponsorship of the “Idea House” built 
— by the Walker Art Center of Minnea- 
Rog polis. The carefully planned and com- 
* | pletely equipped model home is typical 
of the Institute program to encourage 
and exhibit the arts which contribute 
lome | © good living. Approximately 100,000 
‘odel | persons have visited this striking piece 
tae of architecture. 
sity 6 99 
ded The Budget “Bureau 
dur- HE Gallup Poll in December, 1946, 
} are became an important factor in the 
1 the | development of another special feature 
ing. | of the Northwestern National Bank—- 
.< of | the unique budget service. The poll in- 
,own | dicated that the principal concern of 
sub- the average man was to get more value 
sign- and more savings out of his income. 
con- | While aiding in the income, the Budget 
‘tion. | Service simultaneously provided — the 
ware | bank with a continuing source of hu- 
. had | man and appealing bank-customer re- 
were | lationship. 
rities Prior to the organization of the de- 
and partment two problems had to be solved: 
lenry{ to locate a woman capable of handling 


r: T.| the difficult phases of budget counsel- 

| ing, and to left the word “budget” out 

of its generally drab connotation. Miss 

Marion Mattson, assistant cashier of the 

bank, ably met the first need. The sec- 

_ | ond problem found solution in an article 

written by Elsie Stapleton which ap- 

peared in the “Saturday Evening Post,” 

entitled. “So You Can't Live on Your 
Income.” 


Mrs. Stapleton in her capacity as 
budget counselor for Gimbels in New 
York City had developed a new philoso- 
phy of money management. Instead of 
the standard approach which asks, “How 
should you spend your money?,” she 
asks, “What are the things you really 
want and how can you get them?” In- 
stead of the word “budget” she employs 

» the expression, “Spending for Happi- 
splays) Ness,” 


TATES § Frpruary 1950 


Before the opening of the budget ser- 
vice in January, 1947, Mrs. Stapleton 
spent a week in Minneapolis to help 
Miss Mattson to secure some firsthand 
experience in her new position. Her 
tips proved invaluable. Mrs. Stapleton 
had helped some 30,000 people in the 
last 11 years and had shown how to 
save $50,000,000. She had run the gamut 
from a young couple who learned to 
survive on a monthly bankroll of $90, 
a young businesswoman who wanted to 
buy a grand piano although she did not 
have as much as a chair in her apart- 
ment, to a business executive's wife who 
“simply couldn’t get along” on $50,000 
a year. 

“Spend for happiness,” she said. “The 
most fun and satisfaction out of life— 
the greatest human happiness—should 
be the goal of every budgeteer.” She 
described her work as “money with a 
heart beat.” 

Following her departure. Miss Matt- 
son and the Budget Service began to ap- 
ply the principle of happiness. Success 
was immediate. Hundreds of 
Minneapolis citizens went to Miss Matt- 
son with their budget problems. The 
budget service set as a goal the solution 


almost 


of budget dilemmas that harass virtu- 
ally all households. 

“Are the rising costs of living squeez- 
ing your cash? Are you spending your 
money in a way that fails to bring your 
family the happiness they want? Don’t 
handcuff yourself to a budget that may 
be all out of kilter. Use the new Spend- 
ing for Happiness plan and the help 
of the budget counselor at the North- 
National Bank—a 


new bank service for you.” 


western completely 

No charge is made by the Budget Ser- 
vice for the original counsel. A fee is 
paid for the service only in cases where 
exhaustive analysis and study are needed 
to arrange a budget. The Budget Service 
is located in the Home Institute although 
they do not operate jointly. 

Within two months after inaugura- 
tion of the service, Miss Mattson had 
interviewed 249 individuals and appear- 
ed before nine audiences totaling about 
775 people. Today as ever, her office is 
rarely unoccupied as she gives advice 
and counsel to budget-perplexed indi- 
viduals. 

The Northwestern National Bank is 
not considered solely as a financial in- 
stitution in the public mind: housing, 
budget aid to the breadwinner make the 
bank a service agency to the entire com- 
munity, a counsellor interested in help- 
ing to achieve ‘the good life.’ 
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16 East 52ND STREET 
NEW YORK 22, N. Y. 
PLAZA 3-0572 


SALES AT PUBLIC AUCTION 
FOR ESTATES OR INDIVIDUALS 


ANTIQUES, FURNITURE, 
FURNISHINGS, PORCE- 
LAINS, PAINTINGS, 
RUGS, SILVER, JEWELRY, 


etc. 


LITERARY PROPERTIES. 
ACCEPTED APPRAISERS 
FOR INHERITANCE TAX, 
INSURANCE, etc. 


Bank References Upon 
Request 


Under the Personal Supervision 


of 


Mr. BRADLEY DELEHANTY & 
Mr. STANLEY SOLON 


1894 


MARYLAND 
Trust Company 
BALTIMORE 





Member Federal Reserve System 


Since 1917 
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ory article, Ju , outlinin e inter- , mais 
pretation of so, Anat The pore se index —— 1/31/50 
R 0 N D 4 eI A R E . back to 1935 appears quarterly. — Editor’s _ re : 
Note. High Low Prin. 
Peel BALANCED FUNDS / 
Group SECURITIES, INC. American Business Shares 138.8 120.7 | 136.3 
Incorporated 1933 Axe-Houghton Fund | 158.3 129.6 | 153.9 
Axe-Houghton “B” | 184.9 152.0 | 177.8 
Purchases limited to bonds Boston Fund : --| [147.5 121.2 | 7143.5 
legal for savings banks Commonwealth Investment 181.5 151.7 | 174.8 
and/or insurance compa- Eaton & Howard Balanced - - | 150.0 124.5 | 149.7 
a Fully Administered Shares (Group Securities) | 139.9 114.4 | 129.8 
nies in New York State. General Investors Trust | 119.4 94.4 | 110.9 
Investors Mutual | $137.4 121.1 | 137.4 
Johnston Mutual Fund | 151.9 127.8 143.3 
Nation-wide Securities** | $123.0 108.6 123.0 
Nesbett Fund 143.1 114.0 | 132.2 f 
George Putnam Fund 4121.7 104.6 121.6 4,23 
Mutual Fund of Boston**** 138.2 (294 1}: 137.8 | goer e 
Scudder Stevens & Clark - | $134.6 117.0 134.4 | 4.04 
Wellington Fund - | £143.0 125.8 142.9 | 4,19 
Whitehall Fund | $155.5 130.6 155.5 | 4.31 
Approximate price Wisconsin Investment*** $193.6 167.1 192.9 | 3.75 
per share $9,93 AVERAGE: BALANCED FUNDS 145.2 122.0 141.5 | 4.38 
STOCK FUNDS | 
A PROSPECTUS ON REQUEST Affiliated Fund*** 169.6 138.2 162.4 | 7.11 
Broad Street Investing Corp. 156.8 128.2 152.7 | 5.42 
from your investment dealer or Bullock Fund | $143.9 112.5 | 143.4 | 5.09 
* aes Delaware Fund 149.9 127.5 | 145.1 | 3.6% 
nes Sea, SapooniNe Diversified Investment Fund (N.Y. Stocks)***) 122.7 99.4 | 119.4 | 5.69 
63 Wall Street, New York 5, N. Y. Dividend Shares £135.4 112.1 | 133.9 | 4.77 
Eaton & Howard Stock | 161.5 122.4 160.4 | 4,04 
Fidelity Fund | t164.0 128.8 | 163.4 | 5.02 
First Mutual Trust Fund 95.9 79.1 89.9 | 5.33 
Fundamental Investors | 184.0 145.8 | 181.5 4.60 
Incorporated Investors - | 175.7 132.9 | 163.5 | 6.06 
Institutional Shares (Stock & Bond Group) 145.2 109.0 | NA | NA 
Investment Co. of America 166.9 136.9 156.1 | 4.26 
Investors Management Fund 165.9 132.3 | 162.6 | 5.08 
Knickerbocker Fund ; 107.0 a + 67.7 | 4.21 
Loomis-Sayles Mutual Fund | 164.6 143.3 | 163.1 | 2.68 
Loomis-Sayles Second Fund | 161.8 138.4 160.9 | 3.02 
Massachusetts Investors Trust | $729.8 105.0 129.4 | 5.2% 
Massachusetts Investors 2nd Fund 140.1 113.0 | 138.2 4.37 
established 1928 Mutual Investment Fund | 184.3 107.9 | 132.1 3.84 | 
National Investors | $173.4 137.5 173.4 | 4.38 
National Securities — Income*** | 99.8 78.9 94.8 | 6.41 
New England Fund§ | 125.9 104.2 | 123.6 4.68 
Selected American Shares | 144.2 118.8 | 132.7 | 5.26 
Sovereign Investors - . | 110.6 89.0 103.3 5.74 
State Street Investment Corp. $172.3 137.5 172.3 3.681 5. 
/ Wall Street Investing Corp. ___. 159.5 132.1 157.7 3.00% ' — 
utua AVERAGE: STOCK FUNDS 148.7 119.7 | 145.1 | 4.53 | 2.29 
90 STOCK INDEX (Standard & Poor’s) 136.2 107.6 135.4 —~ — 
YG CONSUMERS PRICE INDEX (B.LS.) . 174.5 167.5 a : Poe 
nvestment 














Base index number of 100 is the offering price 
COL. 14, 15, and 16 arrived at as follows: To the bid prices at the respective dates indica 

hn date and the resultant sum is divided by the 1939 base offering price. 
COL. 19 represents the current month-end bid (col. 16 less all capital distributions) divi 


INCOME PERCENTAGE includes only those dividends paid by the companies out of 


on their portfolio securities (excluding all capital distributions). 


COL. 17 represents figure obtained by dividing such dividends accruing over the annu 
average of the twelve month-end offering prices ending on the corresponding date. 


CAPITAL GAIN DISTRIBUTION column (18) represents percentage of distribution§ 


prospectus from : 
your investment dealer sources, for the current annual period. 


or COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the dat'tey com 
PHILADELPHIA 2. PA. age of all those stock or balanced funds in existence at the time. 








e Principal index begins after 1939 base date. ° ** Became balanced fund in 1945. 
+Ex-dividend on this date. *** Not included in balanced or stock averé 

tHigh reached current month. ****Name changed from Russell Berg r 
§CORRECTION December Index: Col. 174.74; Col. 20—3.77 COPYRIGH1950 BY | 
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. | Cap. Distr. (Bid) Income % 
| 
108.0 3.60 
| 129.8 3.52 
141.7 3.00 
$122.9 | 3.71 
150.1 3.09 
141.4 3.52 
108.6 | 3.08 
94.7 4.90 
116.1 3.67 © 
141.8 | —e 
102.5 3.75 
130.9 | — 
105.7 3.38 
132.8 —e 
121.7 3.48 
114.7 3.10 
153.1 — © 
144.2 2.23 
120.8 3.52 
106.6 4.21 
128.4 4.19 
123.1 3.54 
79\9 2.56 
112.9 —e 
113.2 | 3.58 
141.8 3.28 
144.7 | 4.10 e 
68.7 3.25 
156.7 3.23 
129.9 4.38 
NA NA e 
114.2 3.49 
133.8 3.58 
+ 65.2 3.44 
114.5 yt i 
130.4 2.95 
124.1 4.37 
114.7 3.69 
124.1 3.19 
. ; 146.9 3.40 
6.414 1.09 84.3 5.97 e@ 
4.66] .59 111.7 3.75 
5.2¢ — 109.5 3.70 
5.74 .78 80.5 3.13 
3.68} 5.17 126.8 2.94 
3.80! — | 157.7 | —e 
4.53 | 2.29 117.4 3.48 
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ax | = 
. 30, 1939. 






) divi® by the 1939 base offering price. 
ut offtome earned from dividends and interest 








NA-Not Available. 
Current figures reflect certain income 
revisions due to year-end audits. 


TGH1950 BY HENRY ANSBACHER LONG. 


ES FEBRUARY -1950 


Kes WY 


INVESTMENT COMPANIES 


AFFILIATED FUND, INC. 


AMERICAN BUSINESS SHARES, INC. 


Prospectuses on request from 


your investment dealer or 


LORD, ABBETT & Co. 
63 Wall Street, New York 


CHICAGO ATLANTA LOS ANGELES 


. 


COMPLETE 
AND 


IMPARTIAL 


MUTUAL 
FUND 
SERVICE 


To assist Trust Officers, Fiduciaries, Lawyers, and Directors 
of Institutions in selecting Mutual Funds we maintain a 
policy of impartial recommendations based solely on your 
needs. We will provide you with up-to-date information re- 
garding the leading Mutual Funds. In addition, we will 
prepare programs of carefully selected Funds to meet 
specific investment objectives. 

Our mail service can assist you wherever you are located. 
You can receive a sample Mutual Fund program by writing 
on your letterhead to the Manager, Mutual Funds Depart- 
ment, describing your investment objective. 


MUTUAL FUNDS DEPARTMENT 


Recommendations based solely on your needs 


KIDDER, PEABODY ®& CO. 


Members New York Stock Exchange 
10 East 451TH STREET New York 17, N. Y. 
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Shares Rise 


Wall Street Investing Corporation for 
year ended December 31, 1949 reports 
net assets of $1,499,830 with 143,772 
shares outstanding compared with $1,- 
108,820 and 118,721 shares at the close 
of the prior year. Per share net was 
10.43 compared with 9.34 at the close 
of 1948. The increase in shares out- 
standing was accomplished without the 
use of a selling group and no load on 
purchase. 





I B M INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 140th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable March 10, 1950, to stockholders of 
record at the close of business on February 17, 
1950. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card 
Accounting Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
January 17, 1950 

















AMERICAN’ Standard 


Rapiator Sanitary 
Now York CORPORATION Pittsburgh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared 
payable March 1, 1950, to stockholders 
of record at the close of business on 
February 20, 1950. 

A dividend of 25 cents per share on 
the Common Stock has been declared 
payable March 24, 1950, to stockholders 
of record at the close of business on 
February 20, 1950. 

JOHN E. KING 


Treasurer 

















st | 
Ay year of 
consecutive 
dividend payments 





SOUTHERN CALIFORNIA 
EDISON COMPANY 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES, DIVIDEND No. 9 


The Board of Directors has author- 
ized the payment of a dividend 
of 3014 cents per share on the 
Cumulative Preferred Stock, 4.88% 
Series, payable February 28, 1950, 
to stockholders of record Febru- 
ary 5, 1950. 


T. J. GAMBLE, Secretary 


January 20, 1950 
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Investment Fund Has 
Trust Company Advisor 


The Hudson Fund, Inc., organized in 
December as a diversified open-end in- 
vestment company under the Invest- 
ment Company Act of 1940, has _re- 
tained the Fiduciary Trust Co. of New 
York as investment advisor. Apparently 
this is the first instance in which a cor- 
porate fiduciary has been engaged to 
manage the portfolio of a mutual fund. 
For its statistical, research and invest- 
ment advisory services, the trust com- 
pany will receive a fee equivalent to 
1/10 of 1‘« quarterly of the average 
daily asset value of the fund’s capital 
stock. 

With 50,850 out of 5,000,000 shares 
of $1 par value outstanding on Decem- 


ber 31, the fund’s assets of slightly 


over a million were invested as fol- 
lows: U. S. Government bonds, $124.,- 
331; corporate bonds, $68,975: pre- 
ferred stock, $30,900; common stock, 
$761,438; cash and receivable, $31,203. 
The maximum offering price, which is 
determined twice daily. represents the 
asset value plus 7.5‘. of the offering 
price. 

The First National Bank of New York 
is acting as custodian, transfer agent 
and dividend disbursing agent. 


A A A 


100th Consecutive Dividend 


The one-hundredth consecutive quart- 
erly dividend was mailed recently to 
the 72,000 stockholders of Massachu- 
setts Investors Trust, oldest and largest 
of the open-end investment funds in the 
country. Of the $1.8 billion of assets 
managed by the ninety mutual funds. 
M.I.T. handles approximately a quarter 
billion under a board of trustees headed 
by Merrill Griswold. M.I.T. is reputed 
to be the largest owner of common 
stocks in the nation, its portfolio on 
last September 30 containing $233 mil- 
lion of the shares of 136 corporations. 


A & Ss 
Passes $50 Million Mark 


Eaton & Howard Balanced Fund, as 
of December 31, 1949, 
high of $50,624,338 assets, an increase 
of $13,595.016 for the year, with 10.- 
561 shareholders, also a new high. Pet 
share value was $27.14 compared with 
$23.65. 17.9'. of the 
vested in Government and Corporate 
19.4% of the 61.7% 
in Common Stocks the largest holdings 


shows a-new 


Fund was in- 


Bonds, invested 
were in the Power and Light, Oil. In- 
surance and Natural 
The Stock Fund (85‘+ in commons) 
shows of $3.189.671. an_ in- 
crease of $1,146,929. Per share value of 


$18.22 compares with $15.34. 


Gas industries. 


assets 








DOW-JOMES INDUSTRIAL AVERAGE 
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THE KEYSTOME COMPANY OF BOSTOR 








Stock Prices at Mid Level 


Stock prices, as measured by the Dow-Jones Industrial Average, are only half way be- 
tween their normal long-term highs and lows, according to the Investment Timetable for 
1950, issued last month by the Keystone Company of Boston. The Timetable uses a long- 
range channel made up of two parallel Jines which mark the approximate upper and 
lower limits of past market fluctuations. This channel rises at a rate of about 3% a 
year and encompasses all bull and bear markets for more than 50 years, with the exception 
of the abnormal 1929-32 period. Keystone’s Investment Timetable is issued annually to help 
investors take advantage of market fluctuations by controlling the proportions of bonds on 
the defensive side and stocks on the aggressive side, depending on the level of the Average. 
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TAX and LEGAL CLINIC 


CURRENT QUESTIONS ANSWERED AT MID-CONTINENT 


HE questions submitted to the Tax 

and Legal Clinic at the Mid-Conti- 
nent Trust Conference, held at Chicago 
in December, were too numerous to be 
covered at the session. Those answered 
at that time were reported in the Janu- 
ary issue (p. 40), with the exception 
of the first two published below. An- 
swers to the remaining questions have 
been prepared and follow. 

Leader of the Clinic was William H. 
Dillon. The other participating attor- 
nevs Charles F. Marquis, Allin 
H. Pierce, Raymond H. Schultz and 
Harry B. Sutter. The 
printed in the small type. 


were 


questions are 


What Law Governs? 


\. a resident in a foreign state having a 
statutory list of leaves a 
will which provision for 
ment powers, The deceased owned real estate 


trust investments, 


makes no invest- 
in Illinois which the foreign corporate trus- 
tee could not administer. An Illinois corporate 


trustee was appointed to handle the real 
estate by decree of an Illinois court which 
provided that the appointed trustee — shall 


have the same powers as the original trustee. 
When funds from installment payments from 
the sale of into the hands 
of the Illinois trustee, they 
he invested according to Illinois law or the 


real estate come 


corporate may 


law of the foreign state? 

Mr. Pierce: On first impression this 
looks like a conflict of laws question; 
the 
answer is controlled by the fact that a 


but on more careful examination 
decree reflecting the investment powers 
of the trustee had been entered by the 
trial court. Normally, in the case of 
movables, the law of the domicile con- 
trols. But with real estate, Illinois law 
would normally control the Illinois fi- 
duciary. But a testator may enlarge the 
trustee’s powers; and the Illinois statute 
(Chapter 148, Section 32.1(b) 1) indi- 
cates that a court has power to change 
even the directions of the testator as to 
investments. Thus. in my opinion, the 
court may direct a deviation from the 
testator’s directions and also from any 
investment powers under local law that 
might otherwise be applicable. 

What the court here apparently did 
was to incorporate the powers that con- 
trolled the original trustee. The court 


probably had in mind also that, if the 
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TRUST CONFERENCE 


proceeds from the sale of the real estate 
were retained and reinvested in mov- 
ables, these might eventually be moved 
to the domiciliary state. and it would 
be more convenient if the local trustee 
made its reinvestments under powers 
those which controlled the 
principal trustee. | think therefore that 
the local court defined the powers of 
the local trustee more narrowly than 
they otherwise would have been under 


Illinois law. 


similar to 


Pre-1932 Gifts 


A man purchased a home during the time 
the 1924 gift tax law was in effect and placed 
the home in joint tenancy with his wife. Un- 
der the present gift tax law this would operate 
as a gift of one-half the value. Has this man 
used part of his lifetime exemption 
the present gift tax law? 


under 


Mr. Sutter: No individual’s specific 
exemption under the present gift tax 
law is reduced by gifts made prior to 
June 6th, 1932. See Section 1004(a) of 
the Code. However, no gift tax return 
was filed for 1924; hence the statute of 
limitations will never run and you may 
he faced with that problem sometime. 


Power to Allocate Between 
Income and Principal 


81.47a of Regulations 105 pro- 
vides among other things that granting ad- 
ministrative will not 
disqualify the trust for the marital deduction 
if “the terms of the instrument are 
such that the local courts will impose reason- 


Section 
trustee 


powers to a 


entire 


able limitations upon the exercise of such 
powers.” It then gives as an example of 
such a power one to allocate receipts be- 


tween income and corpus. Will the granting 
of such a power to a trustee in Illinois cause 
the trust to be disqualified? 

Mr. Dillon: It is our opinion that, 
the Regulations, the 
granting of the stated power should not 
disqualify a trust otherwise qualified 
for marital deduction. A marital 
duction trust will provide, among other 
things, that the surviving spouse be 


consistent with 


de- 


entitled for life to all the income from 
the of the trust. The Illinois 
courts will impose reasonable limita- 
tions upon the exercise of a power by a 
trustee to allocate receipts between in- 
come and corpus. While they ordinarily 
will not substitute their discretion for 


corpus 


that of the trustee, nevertheless where 
discretion has been exercised in an 
arbitrary and unreasonable manner, the 
Illinois courts have consistently held 
that such abuse is subject to the control 
of a court of equity. (Maguire v. City 
of Macomb, 293 Ill. 441, 453; Jones v. 
Jones, 124 Ill. 254.) 


Under Illinois law, as elsewhere, the 
trustee under the terms of a marital 
deduction trust instrument will be re- 
quired to exercise such discretion fairly 
and reasonably and in a manner conson- 
ant with the provisions of the trust. 
The principles laid down by our courts 
in this respect are no different from 
those laid down by the Massachusetts 
courts and those of other States. (Stuart 
v. Comm., 124 F. (2d) 772, 778 
(C.C.A., 7th Cir).—reversed on other 
grounds, 317 U.S. 154, 87 L.Ed. 154.) 
Therefore, the cases of Doty v. Comm. 
148 F. (2d) 503, 506-507 (C.C.A., 1). 
Comm. v. O'Keeffe, 118 F. (2d) 639 
(C.C.A. 1), and Estate of Fiske, 1946 
Prentice-Hall Tax Court Memo. Deci- 
sions, Par. 46020, are applicable. 


In the O'Keeffe case, the trustees 
were given the power to determine what 
should be charged or credited to income 
and what to principal notwithstanding 
any determination by the courts. with 
the further provision that all divisions 
and decisions made by the trustees in 
good faith should be conclusive on all 
parties in Nevertheless the 
court held that the trustees were merely 
authorized to make allocations as be- 
tween principal and income where the 
proper allocation is a matter of honest 
doubt. 


interest. 


Investing Accumulated Income 


The trustee is given sole discretion as to 
the amount of distribution of income to be 
made to the widow as life beneficiary. The 
widow has property of her own. It is anti- 
cipated that she will never need more than 


one-half of the estimated $20,000 annual 
trust income. Should the surplus ‘income 
cash accrual, each year, be transferred to 


the principal cash account for investment, or 
be retained in the income cash account and 
invested as special income assets? 

Mr. Dillon: The surplus income 
should not be transferred to the princi- 
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pal cash account, but should be re- 
tained in the income cash account 
available at all times during the life of 
the widow to meet her needs in ac- 
cordance with the provisions of the 
trust. The second question is more 
difficult to answer: May the trustee prop- 
erly invest the accumulated income or 
should the trustee merely hold the same 
for payment to the beneficiary if and 
when necessity arises? Here, we are 
confronted with two principles of law. 

It is a basic principle that the trustee 
is under a duty to use reasonable care 
and skill to make the trust property 
productive. On the other hand, where 
the only duty of a person is to be 











Ancillary 


Administration 


in 
Connecticut 


This bank invites your 
consideration when you 
are choosing a represen- 
tative in this state. It is 
well fitted by experience 
and up-to-date knowl- 
edge to assist you in any 
fiduciary capacity. 


Established in 1792 


Resources over $180,000,000 


Hartford 


National Bank 
and Trust Company 


HARTFORD, CONNECTICUT 


Member Federal Deposit Insurance Corp. 








116 


always ready to pay over money when- 
ever another is entitled to receive it, 


he is not under a duty to make the 
fund productive. 


There are cases (Thurber v. Thurber, 
43 R.I. 504, 112 A. 209; Fidelity Un- 
ion Trust Co. v. McGraw, 138 N.J. Eq. 
415, 48 A. (2d) 279), holding that 
the trustee may separately invest the 
accumulations of The New 
Jerse,  ourt seems to base its decisions 
on two grounds, first, that as part of 
the exercise of the duty to make trust 


income. 


property productive the trustees are 
authorized to invest the accumulated 
income and, second. because the will 


directed the manner in which the “trust 
funds” should be invested. the court 
held the “trust funds” to be 
broad enough to include the accumu- 


words 


lated income. 

I believe that the trustee should at 
retain in amount 
sufficient to meet the reasonably fore- 


all times cash an 
seeable needs of the widow. Having 
done this I believe the trustee is justi- 
fied in investing any remaining portion 
of the accumulated These in- 
however, should be of a 


income. 
vestments. 
highly liquid nature. 


Double Deduction for 


Property Taxes 

\ dies on May 1, 1949, leaving a will de- 
vising the residue of his estate in trust. A 
parcel of real estate not specifically devised 
is later sold in 1949 by the executor for the 
purpose of raising funds for payment of 
taxes and administration Are the 
1949 general taxes deductible both from the 
gross estate for Federal estate tax purposes 
and by the executor from its 1949 gross in- 


come for income tax purposes? 


expenses. 


Mr. Marquis: Assuming that liability 
for the taxes had accrued prior to the 
decedent's death, they would be deduct- 


612(b) of the In- 


Code in computing 


under Section 
Revenue 
estate tax liability. 


ible 
ternal 


Assuming that the decedent was not 


entitled to the deduction for income 
tax purposes, the estate would be 
allowed a deduction for the payment 
of the taxes in computing its income 
tax liability under Sections 23(w) and 
162(b)(1) (A) of the Code. The fact 
that the accrued taxes were deducted 
for estate tax purposes would not pre- 
clude the income tax deduction since 
Section 23(w) is specifically excepted 
from the operation of Section 162(e). 


Pension Trusts and Perpetuities 


What happens to a Profit 
Sharing Trust of indefinite duration set up 
in a state where the common law rule against 
perpetuities has not been modified by  stat- 
ute and the plan violates the rule? Is the 
trust void in toto or merely in part and if in 
part, what part? 


Pension or 


Mr. Marquis: If the rule against per- 
petuities does apply to pension trusts 
(an issue that has not been decided in 
any jurisdiction insofar as | know). it 
be that 
duration would be held void in several 


may such trusts of unlimited 
jurisdictions. The legal effect of a final 
decision holding that such a trust does 
violate the rule probably would be the 
obliteration of the trust, with the result 
that the the 


grantor. As a contribu- 


corpus would revert to 
consequence. 
tions made to such a void trust would 
be disallowed as deductions from gross 
income. 


However. the rule against perpetui- 


ties should not be applied to pension 


trusts. The law arose to combat abuses 
peculiar to instruments of family settle- 
ment, to insure the alienability of prop- 
erty. 
Pension trusts are a creature of 
modern industry. They are in the na- 
ture of charitable trusts, which gener- 
ally are held not subject to the rule. 
Furthermore, most trusts contain pro- 
visions for termination, and any provi- 
that held 


to bar the operation of the rule. A 


sion of character could be 


number of states have enacted statutes 
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exempting such trusts from the rule. It 
is considered very doubtful that the 
courts of any state which has not 
adopted such an exemption statute 
would hold that a pension or profit- 
sharing trust is subject to the rule 
against perpetuities. 


Corporate Trust Income Tax 
Problems 


A corporation defaults on payments of in- 
terest. and principal on its mortgage bond 
The for the bondholders fore- 
closes the mortgage and takes title to the 
mortgaged property for the benefit of the 
bondholders, issuing certificates of beneficial 
interest in the property. The trustee then 
continues to manage the property (assume a 
building) and distributes the income from 
time to time to the certificate holders. 


issue. trustee 


Does the trustee or the certificate holder 
pay the income tax? What is the situation if 
no distribution of income is made? How are 
the certificate holders affected if the trustee 
pays the tax? Does it make any difference 
that holders may have acquired their 
interests after the foreclosure at perhaps 
a very low figure? Might the trust be taxed 
as an association at corporate rates? 


Mr. Schultz: The trust 
taxable as an association at corporate 


some 


might be 


rates, depending upon the terms of the 
trust and what is actually done by the 
trustee. If the trust agreement provides 
for the trustee to carry ona business of 
operating the property as opposed io 


liquidating it, then the trust will be 
treated as an association and_ taxed 


as an ordinary corporation, If the trust 
agreement provides that the purpose of 
the trust is to liquidate the property 
and distribute the proceeds among the 
beneficiaries. then so long as the trus- 
tee pursues that purpose the trust will 
be taxed as a pure trust. 

The question “does the trustee or the 
certificate holder pay the income tax?” 
depends upon the terms of, the trust 
agreement. If it is provided that the 
income shall be distributed to the bene- 
ficiaries, then the beneficiaries will pay 


the tax on the income which is dis- 
tributable to them, whether or not that 
income is actually distributed to them, 
and the trustee will take a deduction 
therefor. Should there be any income 
not distributable to the beneficiaries, 
then the trustee will be required to pay 
the tax on that income. 

If the trustee has the discretion to 
distribute or retain the income, then 
to the extent that the trustee does with- 
in the year the income is earned dis- 
tribute the income, the beneficiaries will 
pay the tax thereon and the trustee will 
pay the tax on the retained income. If 
it is provided that all the income shall 
be accumulated and paid over upon the 
termination of the trust, then the trus- 
tee will pay the tax on all of the in- 
come except that realized in the year of 
termination. 

If any of the income earned during 
a given year is properly paid over to 
the beneficiaries within the first 65 
days after the beginning of the suc- 
ceeding year, then that distribution will 
be deemed to have been made on the 
last day of the prior year and will be 
taxable to the beneficiaries and not to 
the trustee. If any income for prior 
vears is distributed date 
than 65 days after the beginning of the 
then a determination 
must be of the of the 
trust for the past 12 months, and to 
the extent that such 
exceed the income for the current year. 
which is not required to be distributed 
in such year, it shall be treated as in- 
come of the current year distributed to 
the beneficiaries. In the year of termin- 
ation of the trust, all of the current in- 
come, regardless of the provisions of 
the trust, is considered as having been 
properly distributed to the beneficiaries. 

Subject to the requirement that the 
most recently earned income shall be 
treated as first distributed to the bene- 


on a more 


trust's tax year, 
made income 


income does not 
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ficiaries, income on which the tax has 
been paid by the trustee will reach the 
beneficiaries tax-free. The requirement 
that the most recently earned income 
must be treated as first distributed can 
serve only to postpone the date when 
the tax-free distributions will be re- 
ceived by the beneficiaries. 

I believe that it makes no difference 
at what price or for what consideration 
the beneficiary acquired his certificate. 


Liability for Decedent’s Tax 


A bank is acting as executor for the estate 
of a man who had a substantial income. The 
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heirs do not wish the bank to make a re- 
quest for a prompt audit under Section 275 
(b) because they do not wish to invite 
scrutiny of the returns which the decedent 
made during his lifetime. Under these cir- 
cumstances the bank agrees to the institu- 
tion of an escrowed fund for the purpose 
of paying any back taxes, the escrow provid- 


ing that the funds will be held until the 
regular three-year statute has run on all 


of the returns in question. 


Does this arrangement the bank as 
much protection as if it had made a request 
for prompt audit under Section 275 (b)? 
Suppose that the decedent had been guilty of 
fraud so that the three-year statute did not 
eliminate his liability. Would the bank be 
in any better condition had it made the re- 
quest for prompt audit than it is in relying 
on the three-year statute? 


Mr. Sutter: Sec. 3467 of the Re- 
vised Statutes imposes under certain 
circumstances a personal liability upon 
an executor for taxes due the United 
States. As noted previously,* this per- 
sonal liability for income taxes is lim- 
ited by the regulations to the situation 
where the fiduciary distributes a part 
of the estate held by him either with 
knowledge of an outstanding claim of 
the United States or where he would 
have had knowledge of such a claim 
had he exercised due diligence. 


give 


There is no provision in the income 
tax law which provides for a_ release 
to an executor or administrator from 


*Jan. T.&E., p. 43. 


personal liability for income taxes. The 
only real protection an executor or 
administrator can obtain from personal 
liability for income taxes is to wait for 
the running of the statute of limitations 
on each open year. 


The escrow arrangement cited in the 
question would, of course, give protec- 
tion only to the extent of the funds set 
aside, and the request for prompt audit 
merely invites scrutiny of the returns 
and perhaps shows good faith. Beyond 
these items neither section gives the 
executor or administrator 


any protec- 


tion from personal liability. 


It seems that an exception to this 
statement fraud 
request for prompt audit would show 
such good faith as to relieve an execu- 
tor or administrator from personal lia- 
bility in a fraud case. With this pos- 
sible exception, however, it seems that 


would be a case. A 


the only absolute protection that an 


executor or administrator can obtain 
is to wait until the statute of limitations 
has run be the regular 


statute or the shortened period of limi- 


(whether it 


tations arising by virtue of a_ request 
for a prompt audit). 


825(a) permits an executor or 


Sec. 
administrator on written application to 
the Commissioner to receive notice of 


the amount of the estate tax due within 


ESTATE PLAN GOES TO LAW SCHOOL 





Eleanor Kropf (left) and Irene Young, members of the Chase National Bank 


Trust Department’s Estate Planning 


Division, 


formulating an estate plan. 


At Columbia University Law School in New York this year, Professor William C. Warren 

is using a model estate plan prepared by two ladies in the State Planning Division of 

the Chase National Bank’s Trust Department. Irene Young and Eleanor Kropf last Spring 

complied with an urgent request from the professor who had heard of their excellent 

work and required an estate plan prepared according to certain specifications for his 

course. The detailed plan embraces as many typical estate situations as possible. During the 
year the Misses Young and Kropf have developed 118 estate plans. 
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one year of the receipt by the Com- 
missioner of such application, or if the 
application is made before the return 
is filed, then within one year after the 
return is filed, and upon payment of the 
tax so determined the executor or ad- 
ministrator is entitled to reteive notice 
in writing showing his discharge from 
personal liability of estate taxes. Thus 
Sec. 825(a) presents the perfect method 
for an 
avoid personal liability for estate taxes. 
But this method is not available to ob- 
tain relief for income taxes. 


executor or administrator to 


Life Insurance and Marital Deduction 


What is the status of life insurance under 
the marital deduction? 


Mr. Schultz: |Review of law and 
regulations. Ed.| In most cases where 
a policy loan is obtained from an in- 
surance company, the loan is made 
with respect to a particular policy, and 
in the event of death reduces the pro- 
ceeds of the policy with no rights over 
against the estate. In such case, if the 
loan was obtained upon an insurance 
policy which was relied upon for a 
marital deduction, the marital deduc- 
tion is reduced. The will may direct 
that this loan be paid out of other 
property but in such case the marital 
deduction may depend upon the nature 
of such property, for example, whether 
or not such property is a terminable 
interest which cannot give rise to a 
marital deduction. If such property in- 
cludes a terminable interest, the value 
of such terminable interest may be de- 


ducted from the marital deduction. 


Also it may be contended that the 


widow receives the amount equal to 
the loan as a creditor of the estate and 
an amount received as a creditor can- 
not give rise to a marital deduction. 
Furthermore. it may be contended that 
the will directs the representative to 
purchase a terminable interest such as 
an annuity for the widow, and in such 
case no marital deduction is obtained. 

Where the loan is obtained from an- 
other than an insurance company and 
the life insurance policies are pledged 
as security to such loan, certain of the 
pledged policies may meet the require- 
ments for a marital deduction, whereas 
the others may not. In such case, the 
full amount of the loan may be deducted 
from the deduction _ policies. 
The pledge agreement may be broad 
enough to include other indebtedness of 
the decedent. In such case the full 
amount of the indebtedness may be de- 


marital 


Fepruary 1950 


ducted from the marital deduction poli- 
cies. 

State law may give the beneficiary a 
right of subrogation to the indebtedness 
or may require the representative to 
pay the indebtedness and free the poli- 
cies, or the will may so direct, but here 
again three problems are presented. One 
is, whether any of the property out of 
which the indebtedness is to be paid is 
a terminable interest. If so, the value 
thereof may be deducted from the 
marital deduction. The second _ is, 
whether the widow receives the amount 
of the indebtedness as a creditor of the 
estate, in which case no marital deduc- 
tion is obtained. The third is, whether 
the representative, pursuant to the di- 
rection of the decedent, is purchasing 
a terminable interest such as an annuity 
for the benefit of the widow, in which 
case no deduction is obtained. 


A A A 


“The Goldbergs” Buy 


Business Insurance 


Theme of the January 16th telecast 
of “The Goldbergs,” popular CBS fea- 
ture. was a buy-and-sell arrangement 
between Jake Goldberg and Mendl, his 
manufacturing 
business. Recognizing their families’ 
needs upon the death of either, the part- 
ners applied for each 
other’s life to purchase the interest of 
the first to die. The typical Goldberg 
around the elaborate 
preparations which the two made for 
their their 
anxiety over the results, which in the 
favorable. to 


partner in the dress 


insurance on 


humor revolved 


medical examination and 


denouement turned out 
the immense relief and gratification of 
both families. 


a & a 


Tax Exempt Income Studied 


Organizations exempt from Federal 
income taxes, but filing returns as re- 
quired Internal Revenue 
Code, had total receipts of almost ten 
billion dollars in 1946, according to a 
study made by the National Industrial 
Conference Board of the latest compre- 
hensive statistics available. The 99,467 
organizations $9.853,000,000 
in dues, gifts. grants, investment re- 


under the 


reported 


turns, gains from sales, business _re- 
ceipts, etc. Non-business organizations 
accounted for about 28‘ of the total. 


A & 6 


A. ATWATER KENT, retired radio man- 
ufacturer and famed Hollywood host, 
left an estate valued at $9,130,971. 
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(Continued from page 95) 


though she may have started her career in business, has 
lost touch with managerial techniques and modern business 
problems. He may have two or three children. Some one 
or more of the children will have been married. Their mar- 
riages may or may not have been successful. 

Such a man will own his own home upon which there 
will be a small mortgage. He may possess a modest summer 
home and one or two automobiles. He will, if he has been 
wisely advised, have a considerable portfolio of life insur- 
ance; but it is altogether likely that, at his age, the acquisi- 
tion of any considerable further amounts of insurance, 
unless perhaps by annuity arrangements, would be difficult 
or impossible. He may have acquired a modest amount of 
outside capital. But, speaking broadly, he has followed the 
Andrew Carnegie tradition, rather than the trustee’s Prudent 
Man Rule. He has placed his eggs in one basket and under- 
taken to watch that basket closely. 


His tax problem is, of course, terrific. He must pay in 
federal income taxes $30,000 a year. If his wife dies be- 
fore him it is probable that his estate tax will exceed $300,- 
000—or even if he takes advantage of the marital deduction, 
the family tax, in two successive stages, will certainly ex- 
ceed a quarter of a million dollars. As Julian Myrick pointed 
out some years ago,* the problem of saving enough to pay 
any such estate tax is almost unsolvable. 

Bearing in mind that we are dealing with a consensual 
transaction when we speak of a trust and that we are vol- 
untarily entering into a contract when we assume the trust 
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face of danger, and who have strength to rise again if once 
they go down. The world is full of such people, the young, the 
vigorous, the independent, and they are its hope of progress, 
Trusteeship is not ordinarily for them. 


But there are others who stand in need of security. Some 
few are utterly incompetent; many more are inexperienced 
in the ways of property and untrained for earning a living: 
and there are those who have labored and dared through a 
long life but want safety and protection toward its close, 
These, on any humanitarian basis, constitute an important 
group, and it is for them primarily that trusteeship has 
been designed. They need safety more than excitement, and 
assurance more than hope; and it is these that we have 
undertaken to provide. There should be no imputation of 
inertia or cowardice because, for them, we elect to play 
safe. We are simply being true to the trust which others 
have reposed in us. 

Here we stand in grave danger of being misunderstood. 
It is our business to conserve. Therefore, we are conserva- 
tors, or in a variance of the term, we are conservatives, 
Unfortunately, a second meaning has attached itself to the 
word conservative which, in an extreme and unfavorable 
sense, means opposed to progress. The unthinking too often 
assume that a trustee, because he is a conservator, must be 
opposed to anything that smacks of change or progressive 
methods of accomplishment. Nothing could be further from 
the truth. We have perfected our research and review facili- 
ties to a high degree; we have been quick to recommend 
revisions in trust plans to keep pace with changing tax 
laws: we have considered the needs of individual benefici- 
aries in our investment programs; we have been among the 
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relationship, let us inquire into what the successful man of 
today expects of us tomorrow; for tomorrow, not yesterday, 
is the inherent nature of our service. It is in this area that 
Lou Headley and I begin taking differing roads. 


Lou Headley says he thinks that what testators want, 
above all else, is a high degree of security for their depend- 
ents. | agree, with limitations. Every one wants security. 
But the age-old question is how to get it. You don’t get secur- 
ity, as that word was used in the Victorian sense, out of the 
assets just described unless, of course, you just liquidate 
what you have, pay your taxes and expenses, place the 
family on a boarding house basis, snug things down, bring 
the great experiment to an end, cut off the prospects of the 
young ones to add their quota to the family enterprise, and 
go, frankly, on what every layman would unhesitatingly de- 
scribe as a trust basis. Is that what our client would want? 

I think not, and in this field my judgment is worth some- 
thing. | am an estate planner who takes nothing for granted 
and uses no stereotyped forms. I expect my clients to pay 
their share of taxes, and I soon lose interest in any estate 
plan which is primarily a tax avoidance program. But | 
am very much interested in developing the ideas of my 
clients as to what they want done with their property and 
for whom. I do not discover, after exploring these matters 
with hundreds of men of this sort, that they are enamored 
either of the concept of preservation of principal or of 
protection of remote generations. 


They are. in my judgment, looking for some way in which 
to try to extend their own productive leadership for those 
who are nearest and dearest to them. They, in my opinion, 
are expecting their trust committees to work out a way to 
do this. If you and I do not rise to that challenge. you 











first to ask for legislative help in broadening investment 


fields. 


We have sought, with the aid of lawyers, to work out 
plans which would effect, in a maximum degree, the con- 
sidered wishes of our customers. One recommendation 
which has appeared, perhaps more frequently than any 
other, is that all plans be given as much flexibility as the 
situation permits. Its most common application is that if. 
in the judgment of the trustee, the income is insufficient to 
provide reasonable care for the family, principal should 
be used for their support. 


Trustees are far more willing to recommend the use of 
principal for family support than its employment in ven- 
ture programs in an effort to increase income or principal. 
If venture succeeds, the benefits are chiefly for remainder- 
men; if it fails the tragic loss is upon the family. Better 
to reduce the remaindermen’s share through use of princi- 
pal than expose the immediate beneficiaries to risk. 


Money which is used for the necessary support of de- 
pendents is not wasted or lost. It is fulfilling its intended 
function. Corporate trustees will continue to recommend 
flexible and discretionary provisions for the care of de- 
pendents; they will not hesitate to use principal, where advis- 
able, for their support; but at the same time they will rely 
upon the proven method of conservation and careful manage- 
ment of what remains as the chief assurance of safety. 


The Fundamental Issue 


We come now to the heart of our subject. Is conservation 
of a productive principal outmoded as a means of family 
security? That is the fundamental issue. The question puts 
in contrast the two basic methods of history. One accepts 
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can be very certain that they will work out some other way 
to do it! I am not concerned with the fact that lawyers, 
banks, legislatures, and courts are somewhat blind to this 
development except as that concern leads to the passionate 
belief that it will not only be a good thing for our benefici- 
aries, and for our society, but for ourselves if we will only 
look about us and see the way the tides are running. 


Change or Fade 


If a corporate fiduciary is truly qualified to act—as for 
a long time they were backward enough to decline to do— 
as family senior adviser, with broad discretionary powers 
in sO many intimate ways—dealing with that unstable raw 
material known as “genus homo” in so many mysterious 
moods and phases—why is it so difficult, forsooth, to take 
over and discharge, intelligently and imaginatively. the 
relatively simple task of managing a deceased person’s busi- 
ness ? 

I agree entirely with what Harry Bardt of Los Angeles 
has many times said about the function of the American 
trustee.* Such an evaluation of the trustee’s future role is 
not only inspiring but business men want it and the nation 
needs it. | fear that if you do not take it, you will find that 
your great place in future American capital management 
will fade as the lawyer's place once faded. and the insur- 
ance company’s place once faded, into a position of less 
and less significance. 

How then, if | am sound in my analysis of present trends 
and future problems, can you prepare yourselves for your 
manifest destiny ? 

First, Bear in mind that you are essentially professional 
persons and not tradesmen. Your aim cannot be to sell a 
profitable package at standard prices and in mass produc- 
tion. Your aim must be to study and design and fit as a 
doctor or lawyer must do. The troubles now apparent in 
relation to your compensation schedules seem to me to be 
in part the fruits of a misguided viewpoint in the past of the 
fundamental nature of your function; and a continuance 
of your tendency to standardize your fees will push you 
inexorably toward the dull and profitless viewpoint that you 
are essentially conservators. 

Harry Bardt, speaking before the Western Regional 
Conference last year, said in part:” 

The time must come when trust fees must -be predicated upon 


the value of the services at the time they are rendered. Flat rates 


and long term commitments are wholly inconsistent with the 


‘{See e.g. Dec. 19428 TRUSTS AND ESTATES 469.| 
Sept. 1949 TRUSTS AND ESTATES 539. 
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conservation of a productive principal as affording the 
greatest promise of security for those who need it. The other 
rejects conservation as a prime consideration and puts in 
its place the vigorous and alert business management of a 
fund by a resourceful trustee as offering the better hope. 


In a broad sense both philosophies are concerned with 
a question of value. We are concerned with values which 
result from the employment of property—the necessities 
of the body and the delights of the mind. How can these 
values best be assured? 

The estates which come to us may have a capacity to 
supply some of these desirable things first hand: a factory 
to supply shoes, a zoo to furnish amusement; a farm may 
yield more of them than anything else. But obviously direct 
provisions of every desirable thing is quite impossible. Yet 
there is one commodity which commands virtually all de. 
sirable things (except happiness itself) and that is money, 
at the outset, have been 
appraised in money. But money will not always buy the same 


The estates which come to us. 


amount of goods. Has a trustee done his full duty if he 
merely conserves the dollar value at the beginning. or 
must he maintain, or attempt to maintain, the purchasing 
power with which he started? 


Measuring Value 


Obviously the worth of the original trust in abstract re- 
lation to all other desirable things is beyond calculation. 
For practical purposes it must be measured in terms of an 
accepted unit. There is none offering greater stability than 
the American dollar. 

Money is not a perfect repository for accumulated wealth, 
but where is there a better? There is no commodity dollar 
to provide automatic protection, no currencies less vulner- 
able than our own, commodities themselves are everywhere 
rejected as a suitable hedge for trustees. If we have done 
all that we can through investment to maintain income at 
the highest level consistent with safety. what other ways 
are open? 

One thing is to control inflation itself. As good citizens 
and trustees we must do all within our power to prevent 
the further debasement of our money and to restore it to 
its accustomed level. We should demand that our Govern- 
maintain a gold-standard 
further reduce tariff barriers: accomplish the sale of its 
bonds to the public more than to the banks; eliminate waste 


ment well-secured 


currency ; 


and curtail expenditures wherever possible; and bring the 
national budget into balance. In this we should join with 
all others who are concerned with sound money. 


KEATE 


“I’m sorry we have to let you go, Pritchard, 

but we need a younger man in your place, 

so the bowling team voted to get rid of 
” 


you... 
© 1950 Cartoon-of-the-Month 
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principle of fair treatment to the customer, as well as to the 

trustee. One or the other will inevitably be the loser. Obviously, 

costs of providing the service are the most important considera- 
tion. 

This challenging message is nothing more than a call 
for assumption by the trustee of a truly professional status. 
The fault is not so apt to lie in the law as in yourselves. 
Thus the Massachusetts law relating to compensation for 
fiduciaries is very elastic. Yet, the Massachusetts fiduciar- 
ies. as well as their brethren all over the country, have seen 
fit to shackle themselves by fixed schedules of fees. They 
can meet their destiny only if they prepare to do it on a 
professional basis. It is my judgment, after many years of 
practice in this field. that the business man will welcome 
this approach rather than object to it. 

| advise you to stop worrying about competition so far as 
concerns pricing. Intelligent laymen don’t shop on a price 
basis for lawyers, or doctors. or teachers, or ministers. Nor 
should you believe that they will pursue any such inane 
course with relation to all that is most precious to them in 
the future. 


Be Fearless and Imaginative 


Second, you must continue to take the lead in asking 
for broad powers not only from your legislatures and courts 
but also from your grantors. But more important. you must 
be prepared to use your powers after you have received 
them. You must get over your almost subconscious preoc- 
cupation with surcharge. Years ago I| said that surcharge 
was chiefly a bogey man. If a surgeon or a lawyer were to 
admit into his thinking any considerable apprehension of 
the likelihood of liability for malpractice, his work and his 
attitude would greatly suffer. You have developed too many 
fears—-fears of your own commercial officers and directors, 
of lawyers, of courts, of beneficiaries. Those fearsome days 
are in the past if you will only have it so. 

Third. you must be bold and imaginative in your tech- 
niques. New and improved methods of account classifica- 
tion and review are badly needed. It just won't do to stan- 
dardize treatment of a dozen different patients suffering 
from a dozen different ailments. 

Fourth, you must stop assuming that a man wants his 
earning assets turned into bars of gold when he passes on. 
Bear in mind the wise saying of the Massachusetts Court 
uttered so long ago: Whatever you do, there always will be 
a hazard. There is no safety; security is a delusion. In 
the words of a late beloved statesman. “Only the productive 
can be free.” There is a heavy economic and social loss 
involved in dead-weight conservation. There is private and 
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One other thing that trustees could do to maintain the 
purchasing power of their trusts is to compensate for a 
cheapened dollar by increasing the number of dollars. If 
the trust, when conservatively employed, yields less in pur- 
chasing power than it did at the start, enlarge the trust to 
a size where the income will afford the same scale of 
living which it did at the start. Then, in a true sense, the 
trustee will have conserved the original value of the trust. 

lt would be a happy circumstance if this could be done 
within the framework of safety. That is the ultimate issue. 
All programs for increasing capital fall broadly into two 
classes, business and speculation. If a trustee undertakes to 
increase the dollar value of his fund, he must proceed in one 
or both of these ways. Do they promise safety, and are they 
suitable for a trustee? 

Venture Capital? 

Should a trustee venture his funds in business? Out of 
long experience historical trusteeship answers the question 
unequivocally in the negative. It is supported in this reply by 
statutes and court decisions and textbook pronouncements 
without end. Some business ventures make a great deal of 
money; they are the source of most of our trusts. The 
trouble is that many of them fail; the risk is too great. 
Basically the philosophy of business is not that of trustee- 
ship. It looks to increase rather than to preservation of what 
it has. Its prosecution requires the assumption of risks in 
return for a chance at unusual profit. It foregoes safety in 
the hope of gain. 

The reports which come to us daily belie the suggestion 
that present day conditions suggest that business has 
changed its nature and become a safe refuge for depend- 
ents. Profits in one quarter frequently change to losses 
in the next. High inventories may hold the seeds of disaster. 
The loss of an important customer, the invention of a new 
process, a change in public taste or style, labor troubles, 
mounting taxes, governmental restrictions, a hundred perils 
are constantly lying in wait. An ingenious business man_ 
may fight his way through them all and win; but on the 
other hand he may not. It may be the thing for him: but 
it is not for trustees. It lacks the elements of reasonable 
and regular income and probable safety of principal. 

Retention of Business 


When a business is inherited in trust. of us. I 
suspect, act with caution and judgment as we do elsewhere. 
We try to preserve the values which have come to us. A 
rational trustee will examine the trust instrument to as- 
certain the expressed purposes of the settlor. If the busi- 
ness is to be transferred to a son at a certain age, the trus- 
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social disaster in liquidation. Liquidate only if the prospect 
is murky, and fear not if your instrument and your gov- 
erning law protect you. Don’t subscribe to any cliché about 
how you are not justified in taking the slightest chance. That 
isn’t the law; and it isn’t common sense, for even the dollar 
is made of material which can shrink—and bars of gold 
are the bright playthings of political administrations. You 
will have to “take a chance,” increasingly, because most of 
the assets which will fall into your hands are likely to be 
of the “chancy” type. 

Fifth, be alive to your relations with the grantor’s family 
and your professional brethren. Your repugnance to co- 
trusteeship is a mistake. It is costing you friends. You should 
welcome it, even solicit it, under proper division of compen- 
sation and, to some degree, of duties. A committee is the 
best and most typically American way of getting things 
done. Encourage that viewpoint, and the business man will 
have increasing confidence in you. 

Finally, don’t let yourselves settle down in your thinking. 
It will not do to dismiss the visionary prophet as a “gentle- 
man adventurer.” What I say about the mechanics of trust ad- 
ministration is, of course, not necessarily accurate. | am un- 
der the handicap of looking at it minutely, chiefly under cir- 
cumstances when something goes wrong. But I do see 
hundreds of American people every year in an atmosphere 
of complete confidence, who tell me, under my suggestive 
guidance, what they want to accomplish by the arrangement 
and application of their earnings. No two are alike—no 
aims the same. But in every case, make sure that you know 
what is in the mind of your client. 

You will find that what he wants is almost literally an 
expression of the Prudent Man Rule; i.e., reasonable con- 
tinuing yield, with reasonable correlative and somewhat 
subordinate attention to preservation of principal, and 
elasticity always under an alert fiduciary. What he has been 
getting, | fear. is primary and in some cases almost ex- 
clusive emphasis upon so-called preservation of principal— 
so that a Jeremiah is needed to cry the lawyers and the 
professors and the professional fiduciary opinion into any- 


thing approximating a balance. | am that Jeremiah! 
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tee will provide management in the meantime and attempt 
to preserve its value until that date; I should not expect 
him to enter upon a program of expansion. If a business 
is to be continued until a suitable price can be obtained, 
he will test the market and weigh any offers against his 
considered judgment of what it is worth; he will sell only 
when a fair price can be got. No intelligent trustee will 
dump a valuable business into the lap of the first offerer; 
and until it is sold he will operate it as best he can. 

If, finally, the trustee is directed to keep the business as 
long as in his judgment it is a safe and suitable investment, 
he will have many things to consider. Foremost, of course, 
is the nature of the business. If it is hazardous he will prob- 
ably attempt at once to make a sale. If it is well established 
he will consider whether the death of the owner has re- 
moved an important element in its success; or whether the 
organization and momentum are such that it can be con- 
tinued for a period of time without danger of loss to its 
then realizable value. If the business is incorporated, so 
well organized and financed, and so thoroughly established 
in the industry as to make its stock of investment quality 
and suitable for retention, he will probably retain. 

A modern corporate trustee will not be paralyzed with 
fear in the face of these problems. But it must not be 
supposed. unless the language is clear, that the decedent 
expected the trustee to stand in his shoes forever. or to 
carry on in all respects as he would have done if he were 
living. Business men know, better than most others. the 
risks involved in trade. They know the dangers of vicarious 
management, the limitations of trusteeship. When they leave 
their property in trust they do so in the belief that the 
trustee will preserve and make reasonably productive what 
they have won. They do not intend that it shall attempt to 
do more. The days of adventure are over; the time to 


conserve is at hand. 
Purchase for Appreciation 


The second method of increasing a fund is through the 
purchase of stocks or commodities or real estate or even 
bonds for later sale at an expected profit. This is commonly 

called speculation. The term “specula- 
tor” is as objectionable at one extreme 
as “conservative,” in the ossified sense. 
is at the other. The difference between 
these extremes is simply a matter of 
degree, but the degree may become so 
great as to amount to a difference in 
philosophy, and then it is fair ground 


for challenge. 
So long as trusteeship accepts con- 
the of an 


original fund as its guiding principle. 


servation of dollar value 
I recognize a wide choice among in- 
vestments. The selection is a matter of 
judgment, directed by a purpose to 
preserve and save from loss. But when 
it suggests that the time is at hand to 
abandon conservation as a basic con- 
sideration and to strike out in the di- 
rection of creative business manage 
ment, I find myself in fundamental dis- 
agreement; not because of any doc- 
trinaire theory of what trusteeship 


should be, but because of history. 
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Fork in the Road 


The course of trusteeship in the 
future will be marked by one or the 
other of two divergent philosophies. 
One is illumined by the light of ex- 
perience. It is based on a secure princi- 
pal as the best assurance of a reason- 
able and regular income. The other 
philosophy seems to be lighted by the 
star of hope, if not by a will-o-the-wisp. 
It rejects conservation as an important 
looks to the fruits 
of management for family security; it 
relies on daring rather than care. 


consideration and 


The advice of Horace Greeley has 
always had a figurative as well as a 
literal application. It even lends itself 
to allegory. “Young man,” said Mr. 
Greeley, “go West.” Cut loose from 
home and family and try your fortune 
in a far country. There may be Indians 
with tomahawks along the way; there 
may be deserts to cross and rivers to 
ford. high peaks and deep valleys, be- 
fore you Come to your magic mountain: 
but there is gold in the hills and there 
are diamonds in the gulch; and all may 
be yours if you but go in search. 

The advice is addressed to the young 
and vigorous, not to grandmothers and 


But if the 


when living for such as these is so hard 


widows. time ever comes 
among their New Hampshire hills that 
it seems necessary to pack up the family 
silver and set out. | suggest. as guides, 
a cowboy for the prairie and a moun- 
tain man for the high peaks, rather 
than a trust officer or 


banker. 
What Do People Want? 


Several years ago Elmo Roper made 


the home town 


a survey of public opinion about trust 
service. The reasons given for creating 
trusts fell into five categories. and the 
first in importance was.—“to safeguard 
the principal.” Nowhere in the list is 
any mention made of an anticipated in- 
crease, nor of a trustee’s duty to hedge 
against inflation. 

More significant of general attitudes 
are the continuing requirements of the 
law. Our jurisprudence is constantly 
changing to reflect the opinion of the 
times. The rule of reason is supplement- 
ing formulas, but nowhere do I see any 
tendency on the part of law-making 
groups to forge out a new theory of 
lrusteeship or to relieve a trustee of his 
duty to preserve and make reasonably 
productive the dollar value with which 
he is charged. 

But may it be that legislatures and 
courts and the great body of our people 
have misconstrued the record and mis- 
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read the evidence? Or does experience, 
when recent events are added, show 
that we should be moving in a differ- 
ent direction? If so, corporate trustees 
should be among the first to lead the 
way. Certainly we have a moral duty 
to perform in the fullest degree all of 
the obligations of equity. Beyond that 
1 am not so sure. I have spoken upon 
another occasion of the danger of act- 
ing upon moral impulses which are out- 
side the sheltering arms of equity; and 
I would caution now against attempt- 
ing to lead trusteeship along the road 
of a new philosophy until we are sure 
where it ends. 

If these friendly have 
been of any value, it is to be found in 
two places. Mr. Shattuck has constantly 
called us back to better administration 
within the present framework of the 
law trust. If we have leaned 
to the side of security, he has empha- 
sized the importance of yield: if we 


discussions 


common 


have been too slow in the discretionary 
use of principal. he has reminded us 
of the concern; if 
have been lethargic, he has called us to 


settlor’s basic we 
where we have been timid, he 
bid us be bold; have 
slept. he has stabbed us wide awake. 
For all of this we are deeply grateful: 
it is good to be challenged to high per- 


formance. 


action: 


has where we 


Mr. Shattuck has rendered a second 
notable service by giving brilliant ex- 
pression to an attitude which has been 
smouldering among trustmen for sev- 
eral years. The attitude reaches its cul- 
mination in the suggestion that we stand 


in need of a new theory of trusteeship 
wherein conservation of an_ original 
value shall be largely forgotten, and 
creative management shall take its place. 

It is between these two philosophies 
that we must chose. There is no light 
to guide us but that of experience; but 
I cannot believe that we have missed 


the way. A AA 
Judge Dislikes Trust 
Advertising 


The Rhode Island Hospital Trust Co. 
of Providence is appealing the decision 
of Probate Judge Samuel H. Brenner 
of Woonsocket in which he reduced 
from $10,000 to $5,000 the trust com- 
pany’s fee as executor of the $320,000 
estate (personalty) of William N. Kim- 
ball. A fee of $5,000 was allowed to 
the Tillinghast, Collins & 
Tanner. Protesting the judge’s asser- 
tion that he looks “with strong and 
serious disfavor” upon institutions or 
individuals soliciting by advertising the 
handling of estates, the trust company 
stated that it and the law firm had pre- 
refused to increase their re- 
quested fees to conform to a minimum 
fee schedule set by the Woonsocket Bar 
Association. 


attorneys, 


viously 


It added that the amount of its charge 
was “a perfectly normal fee” and was 
“less than the amount called for by 
Judge Brenner’s schedule. His only ob- 
jection is that it is larger than our 
lawyers’, and he has clearly stated that 
he would allow the account if both we 
and our lawyers increased our fees up 
to his schedule.” 
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TRUST PERSONNEL CHANGES 


CALIFORNIA 


Los Angeles — 
Frank H. Schmidt 
succeeds Frank L. 
, King as president 
|; of CALIFORNIA 
| Trust Co., the lat- 
ter becoming chair- 
- man of the board. 
A member of the 
trust company’s 
staff since 1926, 
Mr. Schmidt is a graduate of the Univers- 
ity of Southern California School of Law, 
first vice chairman of the California 
Bankers Association’s trust division, and 
a member of the executive committee of 
the trust division of the American Bank- 
ers Association. 





FRANK H. SCHMIDT 


San Francisco— 
W. W. Crocker was 
appointed chair- 
man of the board 
of directors of 
CROCKER First NA- 
TIONAL BANK, suc- 
ceeding J. K. Mof- 
fitt, who becomes 
chairman of _ the 





J. F. SULLIVAN, JR. 
executive committee; J. F. Sullivan, Jr., 





TRUST TAX OFFICER AVAILABLE 


OVER 13 YEARS BANKING EXPERI- 
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Mgr. Tax Dept.—supervised person- 
nel in preparing several hundred fi- 
duciary returns per year—experienced 
in Federal Estate and Gift Tax—sev- 
eral years experience in Federal Tax- 
ation of Individuals, Estates, and 
Trusts—lecturer in Taxation before 
Study Groups. 


TRUST DEPARTMENT 
OPERATIONS: 


Mgr. Trust Dept. Operations—trained 
and supervised personnel in all phases 
of detailed trust dept. operations— 
devised and adapted new accounting 
records — supervised Probate Court 
Accounting, profit-sharing plans, pen- 
sion and corporate trusts. 


Age 36, married, excellent personality, 
desires position as Asst. Trust Tax Offi- 
cer or Tax Officer with large Trust Dept. 
of progressive Bank, with opportunity 
for advancement. 


Address: 
BOX S-2-5, TRUSTS and ESTATES 


126 


was elevated to president; B. L. Otto- 
boni and A. F. Derre, to assistant vice 
presidents from assistant trust officers. 

Mr. Crocker, the new board chairman, 
has been associated with the bank since 
1919. Mr. Sullivan, who started his bank- 
ing career in the same year with Crocker, 
was appointed senior vice president in 
1945. He is a past president of Cali- 
fornia Bankers Association. 

San Francisco—WELLS FARGO BANK & 
UNION TRUST Co. promoted Lester M. 
Stewart to assistant trust officer. 

Santa Barbara—Rufus E. Bixby be- 
came vice president in addition to trust 
officer at the COUNTY NATIONAL BANK & 
Trust Co.; Francis M. Kauffman joined 
the bank as trust investment officer, hav- 
ing formerly been assistant trust offi- 
cer in charge of trust investments for 
the southern division of BANK OF AMER- 
IcA N.T. & S.A. at Los Angeles. 


CONNECTICUT 

New Britain—NEwW BRITAIN TRUST Co. 
elected Frank J. Potetz an _ assistant 
trust officer. 

DISTRICT OF COLUMBIA 

Washington—As of March first, Sid- 
ney F. Taliaferro will retire as vice 
president and trust officer in charge of 
the trust department of Riccs Na- 


TIONAL BANK, to be succeeded by Ken- 
neth F. Brooks. George M. McKee also 


KENNETH F. BROOKS GEORGE M. MCKEE 
has been promoted to vice president and 
trust officer; Edwin B. Shaw to senior 
trust officer; Frederick L. Church, Jr., 
to trust investment officer; and Ralph 
W. Howard, Jr., to trust officer. 


Wanted 
TRUST EXECUTIVE and INVESTMENT OFFICER 


A medium size Michigan trust company (trust business only) 


seeks man with investment experience, preferably in his thirties. 


Applicant must possess qualifications for ultimate managing 


executive position. Unusual opportunity. 


Box H-2-9, TRUSTS and ESTATES 








FLORIDA 


Winter Haven—L. B. Anderson, for- 
merly vice president and trust officer of 


EXCHANGE NATIONAL BANK, has _ been 
made president. 
IDAHO 
Boise—IDAHO FIRST NATIONAL BANK 





announced the election of J. R. Field as 
vice president and manager of the trust 
branch, following the retirement of W. 
W. Howell. 


ILLINOIS 


Chicago — How- 
ard J. Johnson was 
elected assistant 
president in 
the personal trust 
division of AMER- 
ICAN NATIONAL 
BANK & TRusT Co. 
Mr. Johnson has 
been associated 


vice 





HOWARD J. JOHNSON 
with that division since February 1937, 
prior to which he was an assistant 
national bank examiner. 


Chicago — CITY 
NATIONAL BANK & 
Trust Co. elected 
W. W. Hinshaw, 
Jr., formerly trust 
officer and 
tary, to vice pres- 
ident and_= secre- 
tary; John L. 

W. W. Hinsuaw, Jr. Chapman and R. 
Emmett Hanley, formerly trust officers, 


secre- 








—_ 
JOHN L. CHAPMAN R. EMMETT HANLEY 
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to vice presidents; David T. Burkhard to 
assistant trust officer. 

Chicago—In the trust department of 
CONTINENTAL ILLINOIS TRUST Co., Wil- 
liam M. Funck and J. Leslie were pro- 
moted from trust officers to second vice 
presidents; Norman W .Reed from as- 
sistant secretary to trust officer; Victor 
L. Bedingfield, M. McAllister Ciarke, 
Victor S. Nelson and Harold O. Schultz, 
to assistant secretaries. 

Chicago — FIRST 
NATIONAL BANK 
announced the elec- 
of Homer J. 
Livingston as pres- 
ident to succeed 
Bentley G. Me- 
Cloud, who retires 


tion 


as an active officer 


HOMER J. LIVINGSTON 


but who continues 
as a director and member of the executive 
committee. Mr. Livingston has been with 
the bank since 1922, becoming senior 
vice president in 1945. He is treasurer 
and member of the executive committee 
of the Commercial Club of Chicago. 

James P. Baxter, assistant cashier in 
the commercial department, was trans- 
ferred to the trust department as an 
assistant trust officer. Also elected were 
Robert R. Manchester, assistant trust 
officer, and Graydon C. Nauman, as- 
sistant secretary. 

Chicago-—Mark A. Brown has_ been 
elected president of the Harris Trust & 
SAVINGS BANK to succeed the late Paul 
S. Russell; Guy E. Reed, formerly vice 





MarK A. BROWN 


Guy E. REED 


president, was elected executive vice 
president. After extensive business ex- 
perience Mr. Brown came to Harris Trust 
as vice president in 1928. In 1943 he was 
president of the Reserve City Bankers 
Association. Mr. Reed came to the bank 
in 1923 and was elected vice president 
in 1928. He is charman of the Chicago 
Crime Commission. 

Chicago — LASALLE NATIONAL BANK 
elected Daniel C. Kemp an assistant trust 
officer. He had been with the recently ac- 
quired Metropolitan Trust Co. in a sim- 
ilar capacity. 

Chicago—James L. Porter has been 
made a second vice president in the trust 
department of NoRTHERN Trust Co., and 
Kenneth Hoffmaster, David W. Dangler 
and William B. Cudahy named assistant 
Secretaries, also in the trust depart- 
ment. 
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Chicago—John L. Sunde, formerly 
trust officer of PIONEER TRUST & SAVINGS 
BANK, was elected vice president. 


IOWA 


Davenport—W. C. Siddle has been ad- 
vanced from trust officer to assistant 
vice president and trust officer of the 
First Trust & SAVINGS BANK. 

Waterloo—R. L. Penne, who was vice 
president and trust officer of NATIONAL 
BANK of Waterloo, has been elected pres- 
ident. H. F. Hoffer was named trust of- 
ficer in addition to his present title of 
assistant vice president; and A. J. Burk 
was made vice president. 

KANSAS 

Prairie Village—JOHNSON COUNTY NA- 
TIONAL BANK & TRusT Co. elected Milton 
F. Barlow executive vice president and 
trust officer; Ralph L. Kruegar, cashier 
and trust officer; Miss Diana Ferguson, 
assistant secretary. 

KENTUCKY 

Ashland—Miss Doris R. Kunkle was 
promoted to assistant cashier and as- 


sistant trust officer of the THIRD Na- 
TIONAL BANK. 


Louisville—H. F. Zettel was made as- 
sistant trust officer at CITIZENS FIDELITY 
& Trust Co. 

MAINE 

Portland—Chester W. Abbott has been 
advanced to president of the First Port- 


LAND NATIONAL BANK to succeed Edward 
W. Cox, retired. 


MASSACHUSETTS 

Boston—OLD COL- 
ONY TRUST Co. 
elected 
Parker 


James 
vice pres- 
ident in charge of 
the public relations 
and new business 
department; Allis- 
ter R. MacKay, 
trust officer; Rus- 
sell W. Letteney, assistant trust officer; 
Donald H. Shulkey, assistant comp- 
troller; and John P. Mullally, assistant 
auditor. 





JAMES PARKER 


Boston—At the STATE STREET TRUST 
Co., Nelson S. Bartlett, Jr., was elected 
an assistant trust officer. 


Cambridge—George A. Macomber, for- 
merly vice president and director of 
CAMBRIDGE TRUST Co., has been elected 
president to succeed Alvan B. Hathaway, 
retired. 

Framingham—Former vice president 
William E. P. Howell has been elected 
president of the FRAMINGHAM NATIONAL 
BANK, succeeding R. Edward Chambers, 
chairman, president and trust officer, who 
retired. Carlton R. Peterson was named 
vice president, trust officer and cashier. 


For complete 
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MINNESOTA 


Minneapolis—Louis K. Thompson was 
made assistant secretary in the trust de- 
partment of the First NATIONAL BANK 
OF MINNEAPOLIS. 


Winona—Advancements at WINONA 
NATIONAL & SAVINGS BANK following the 
death of President E. L. King, Sr., were: 
E. L. King, Jr., former vice president, 
elected to the newly created office of 
chairman of the board; S. J. Kryzsko, 
former executive vice president and trust 
officer, to piesident and senior trust of- 
ficer; E. W. Miller to assistant. vice pres- 
ident; and W. P. Theurer to trust officer 
and assistant cashier. 


St. Paul—Ade C. Boysen has been ad- 
vanced to manager of the advertising de- 
partment of First NATIONAL BANK, and 
Silas E. Rogers made assistant manager 
of that department, following the resig- 
nation due to ill health of A. E. Felsted. 


At First Trust Co., its affiliate, Harry 
L. Holtz was elevated to trust officer, 


Kansas City — 
At City NATIONAL 
BANK & TrRusT Co. 
Charles G. Young, 
Jr., was elected 
vice president in 
charge of the trust 
department. 

— Although but 33 
Cuas. G. YounGc, Jk. years old, Mr. 
Young has had an outstanding record 
in legal and banking activities. He leaves 
the position of counsel for the Federal 
Reserve Bank in St. Louis. 


St. Louis — MERCANTILE-COMMERCE 
BANK & Trust Co. made the following 
promotions in its trust department: 
Herbert F. Thomas, who had been ac- 
countant handling income tax and estate 
planning problems, to assistant trust of- 
ficer; Robert L. Doelling, who had been 
assistant accountant in the trust de- 
partment, to assistant trust officer; Ger- 
ard K. Sandweg, to assistant secretary 
in the corporate division. 





St. Louis—Fred A. Sheppard, former- 


officer, was made vice president in charge 
of the corporate trust department, at Sr, 
Louis UNION TrRuSsT Co. 

NEW JERSEY 

Leonia — RobertB. Hansen, formerly 
vice president and trust officer, has been 
elected executive vice president and trust 
officer of LEONIA BANK & TRuST Co. 

Montclair—First NATIONAL BANK & 
Trust Co. has elected the retiring pres- 
ident, Alfred T. Gibbs, as chairman of 
the board, and elevated Albert W. Bal- 
lentine from vice president and trust 
officer to president. Terence J. McHugh 
was made executive vice president, and 
Alex Weimer was named trust officer in 
addition to assistant vice president. 

Leonia — Robert B. Hansen, formerly 
sistant to the president and a director 
of SUMMIT TrRusT Co., who is in charge 
of new business, has been elected a vice 
president. 

NEW YORK 

Albany—Frank Wells McCabe has 
been elected executive vice president of 
the NATIONAL COMMERCIAL BANK & 
Trust Co., and Galen H. Nichols, Jr., 
assistant trust officer. 

Buffalo—MARINE 
Trust Co. advanc- 
ed former trust of- 
ficers Carlton W. 
Fechnay and Jus- 
tus G. Holzman to 


fr; > & & . 





assistant vice pres- 
idents, at the same 


HARRY L. HOLTZ STANIER E. MASON 





and Stanier E. Mason to assistant in- 





vestment officer. Mr. Holtz joined the 
trust company in 1944 as a trust admin- 
istrator and was made assistant trust 
officer in January 1948. A specialist in 
estate planning, he is now in the com- 
pany’s new business department. He 
holds a B.A. Degree in economics from 
St. John’s University as well as an 
L.L.B. degree from the St. Paul College 
of Law. 


Mr. Mason entered the trust company 
in 1946 through its affiliated organiza- 
tion, the First Service Corp., where he 
specialized in investment research in- 
volving industrial securities. He was 
transferred in 1948 to the investment 
department of the trust company. A 
graduate of the University of Minne- 
sota’s School of Business Administration, 
Mr. Mason served in the Army Air 
Corps during World War II, attaining 
the rank of captain. 


MISSISSIPPI 


Clarksdale—M. D. Brett was named 
executive vice president and trust officer 
of BANK OF CLARKSDALE; E. P. Peacock, 
Jr. promoted to president. 


MISSOURI 


Carthage—John N. Marsh, vice pres- 
ident and trust officer of BANK OF 
CARTHAGE, will retire March 25, after 
thirty-one years of service with the bank. 
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FRED A. SHEPPARD 


HAROLD J. MILLER 


ly assistant vice president and counsel, 
was elected vice president and coun- 
sel, and Harold J. Miller, formerly trust 


> rr” 


1a 





time officially des- 

C.iFForD H. Cox ignating Clifford 
H. Cox as vice president in charge of the 
trust department. 
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When the new Fifth Avenue branch of New York’s National City Bank opened, January 
23rd, customers and visitors were given their first view of this mural, “Wall Street in 
1812,” by Francis Seott Bradford. In the foreground, at the observer's right, is Federal 
Hall in whose portico Washington was inaugurated as the nation’s first president. Center 
in the background, is Trinity Church standing as does its successor at the head of Wall 
Street. To the left of Trinity, the small building has long since been replaced by the Stock 
Exchange. Across from Federal Hall is shown the headquarters of Jas. Culbertson, High 
Constable, a site now occupied by J. P. Morgan & Co. 
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New Rochelle—Ralph T. Tyner, Jr., 
became president of NEW ROCHELLE 
Trust Co. to succeed Robert N. Bavier, 
now board chairman. Mr. Tyner was 
previously senior vice president and a 
director. 

New York — At CHEMICAL BANK & 
Trust Co., Emil J. Horn was appointed 
assistant secretary in the corporate trust 
department, and Eustace W. Tomlinson 
appointed trust officer in the personal 
trust department. 

New York—PAN AMERICAN TRUST Co. 
changed its name to AMERICAN TRUST 
Co., effective February 1. Harvey L. 
Schwamm, former president of the Na- 
tional Bronx Bank, was elected president, 
while John B. Glenn, former president of 
Pan American was named chairman of 
the board. 

Rochester—William E. Horton has 
been advanced to trust officer at CENTRAL 
Trust Co. 

Rome—Harold V. Clayton, formerly 
vice president and trust officer, became 
president of RoME Trust Co., succeeding 
W. Arthur Russ, who was elected to the 
new office of chairman of the board. 

Syracuse — LINCOLN NATIONAL BANK 
& TRUST Co. elected James D. Hefferman 
a trust officer in addition to his present 
title of vice president. 

Troy—The election of Harold J. Mar- 
shall as vice president and director of 
the MANUFACTURERS NATIONAL BANK was 
announced. He recently relinquished his 


position as an assistant vice president 
of the BANKERS TrusT Co., New York 
City. 

Utica—Eiddon L. Jones has been pro- 
moted to vice president in charge of ad- 
vertising and public relations at the 
First BANK & Trust Co., and Idris Wil- 
liams promoted from mortgage super- 
visor to assistant trust officer. 


NORTH CAROLINA 


Charlotte—A MER- 
ICAN TRUST Co. 
elected vice pres- 
ident and trust offi- 
cer B. W. Barnard 
a director, and pro- 
moted Arthur H. 
Jones, who is in 
charge of advertis- 
ing and public re- 
lations, to vice president. Mr. Barnard 
has been with the bank since 1943, dur- 
ing which period the trust department 
has grown to three times its former size 
and recently moved its quarters to newly 
built facilities on the bank’s third floor. 


Charlotte—Julian G. Squires has been 
named assistant trust officer of the Com- 
MERCIAL NATIONAL BANK. 

Durham—tThe new president of DurR- 
HAM BANK & TrusT Co. is Ben R. Rob- 
erts, former executive vice president, who 
succeeds George Watts Hill, now chair- 
man of the board. 





B. W. BARNARD 
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THE 


Rocky Mount—E. V. S. Draper, asso- 
ciated with PLANTERS NATIONAL BANK & 
Trust Co. since last August, has been 
made an assistant trust officer. 


OHIO 


Cincinnati — ATLAS NATIONAL BANK 
promoted Robert J. Ott to executive vice 
president and trust officer, and Gustave 
E. Gebhart to trust officer. 


Cincinnati—Frank J. Van Lahr be- 
came president of PROVIDENT SAVINGS 
BANK & Trust Co. to succeed Henry C. 
Otterbein, who retired; Earl M. Gal- 
braith became secretary and treasurer. 
At 48, Mr. Van Lahr is the youngest 
chief executive among the larger Cincin- 
nati banking institutions. 

Cleveland — Changes at CLEVELAND 
Trust Co.: Natwin V. Rippner, trust 
officer, and Edward T. Bartlett, assistant 





E. P. BARTLETT 


N. V. RIPPNER 


vice presidents, promoted to vice pres- 
idents; C. F. McFrederick, corporate 
trust securities officer, and Nelson Fried- 
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man, estates planning division, elected 
assistant trust officers. 


Mr. Rippner joined the bank as a mes- 
senger in the estates department in 1916, 
and is a graduate of Cleveland Law 
School. Mr. Bartlett has been with the 
bank since 1934, principally in the in- 
vestment and estates departments. He 
is a graduate of Harvard University. Mr. 
McFrederick has been with the corporate 
trust division for more than 21 years, 


THE FLINTKOTE COMPANY 


NEW YORK 20, 
N.Y. 


A quarterly dividend of $1.00 
per share has been declared on the 
$4 Cumulative Preferred Stock 
payable March 15, 1950 to stock- 
holders of record at the close of busi- 
ness March 1, 1950. 

A quarterly dividend of $.50 per 
share has been declared on the 
Common Stock payable March 
10, 1950, to stockholders of record 
at the close of business February 
24, 1950. 

CLIFTON W. GREGG, 
Vice-President and Treasurer 


February 1, 1950 
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and is a graduate of Western Reserve 
University Law School. Mr. Friedman 
joined the bank in 1937 as a clerk in the 
estates department. He attended Western 
Reserve University and Cleveland Law 
Schools. 


Frederick K. Cox succeeds M. R. 
Dickey as tax counsel, upon the latter’s 
retirement after 32 years with the bank. 
Mr. Cox joined the bank in 1938 as an 
attorney in the office of counsel, and is 
a graduate of Adelbert College and the 
Law School of Western Reserve Univers- 
ity. 

Cleveland—W. W. Boorse has been 
elected an assistant vice president of 
NATIONAL CITY BANK of Cleveland in the 
investment department. 


Columbus—Henry C. Ruegg of the 
trust department of OHIO NATIONAL 
BANK has been elected assistant cashier. 


OKLAHOMA 


Shawnee—Glen E. Leslie, cashier, was 
given the additional title of assistant 
trust officer at FEDERAL NATIONAL BANK. 


OREGON 


Medford—At this branch of the First 
NATIONAL BANK of Portland, J. Erik 
Townsend was named assistant trust of- 
ficer. 

Portland—At the 
main offise of First 
NATIONAL BANK, 
John N. Adams 
was promoted to 
trust officer, and 
LaVerne B. Hart- 
ley named assist- 
ant trust officer. 
Mr. Adams is a 
specialist in personal trusts, endowments, 
foundations and community trusts. He 
was general agent for the Aetna Life 
Insurance Co. at Portland when he join- 
ed the bank on January 1, 1949. Prev- 
ious thereto he had banking experience 
in Idaho. 





JOHN N. ADAMS 


PENNSYLVANIA 


Kane — Lawrence H. Walthour has 
been elected president and trust officer 
of KANE BANK & Trust Co. to succeed 
Carl T. Benscoter, retiring due to ill 
health. 


Nanticoke—Elmo J. Hall resigned as 
cashier and trust officer of First Na- 
TIONAL BANK. 


Philadelphia—William W. Allen, III, 
has been made an assistant trust invest- 
ment officer at FIDELITY-PHILADELPHIA 
Trust Co., while Brooks Laughlin and 
Wesley H. Quigley have been made as- 
sistant trust officers. 


Philadelphia—Donald H. Williams has 
been elected vice president and trust 
officer of NATIONAL BANK OF GERMAN- 
TOWN & TRUST Co. 





Philadelphia — 
GIRARD TRUST Co, 
elected Harry L. 
Walters a vice 
president. Mr. 
Walters has been 
serving as cor- 
porate trust officer, 
and will continue 
in charge of the 
corporate trust, pension and profit-shar- 
ing departments. 





ea 


HARRY L. WALTERS 


Philadelphia — 
William L. Day 
has been named ex- 
ecutive vice pres- 
ident of THE PENN- 
SYLVANIA CoOM- 
PANY FOR BANKING 
& Trusts. William 
M. David, vice 
president in charge 
of the trust depart- 
ment, has been made senior vice pres- 
ident in that department, while Joseph 
A. Melnicoff has been named assistant 
real estate officer. 

Pittsburgh—Frank F. Brooks was 
elected to the newly created position of 
honorary chairman of the board of PEo- 
PLES First NATIONAL BANK & TRUST 
Co.; Clyde C. Taylor was elected chair- 
man to succeed him. 

Sharon—First NATIONAL BANK ad- 
vanced Miss M. Estelle Mehler from as- 
sistant trust officer to assistant cashier. 





WILLIAM M. DAVID 


RHODE ISLAND 
Providence—Ellery W. Carpenter has 
been appointed assistant trust officer of 
the INDUSTRIAL TRUST Co. 
Providence—At RHODE ISLAND HospI- 
TAL TRusT Co., Frank M. Maxcy was 
promoted to vice president at the Paw- 
tucket office. T. Dwight Booie was pro- 
moted to vice president and Daniel S. 
Codman to assistant trust officer at 
Woonsocket office. 
TENNESSEE 
Johnson City—Samuel J. Rose, for- 
merly vice president, cashier and trust 
officer, has been elected president of the 
PEOPLES BANK, succeeding H. C. Black 
who continues as chairman of the board. 
Stanley S. Black has been made vice 
president and trust officer. 
Es “i Nashville — C. 
D. Rippy was ad- 
vanced to vice pres- 
ident and trust offi- 
cer of COMMERCE 
UNION BANK. He 
has been with the 
bank 20 years, hav- 
ing entered as & 
clerk in the trust 
department. 








C. D. Rippy 


TEXAS 


Beaumont & Houston—W. P. Mach- 
emhl has been named trust officer of 
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First NATIONAL BANK of Beaumont, to 
succeed B. M. Harrison, resigned. Mr. 
Machemehl formerly was a trust officer 
of SECOND NATIONAL BANK, Houston. 


Dallas—REPUBLIC NATIONAL BANK pro- 
moted T. G. Smith to assistant trust of- 
ficer. 


Galveston—William A. Ricke became 
an assistant trust officer of UNITED 
STATES NATIONAL BANK. 


Houston—FIDELITY BANK & TrusT Co. 
has elected Marcus Thomas vice pres- 
ident and cashier, and George B. Clifford 
an assistant vice president and trust of- 
ficer. Mr. Thomas was formerly cashier 
and trust officer. 


Waco—Goodhue W. Smith was ap- 
pointed assistant trust officer of First 
NATIONAL BANK. 


VIRGINIA 


Newport News—James H. Bridgers 
has been promoted to vice president and 
trust officer of CITIZENS MARINE JEFFER- 
SON BANK. 

Waynesboro—J. B. Stombock, trust of- 
ficer of CITIZENS-WAYNESBORO BANK & 
Trust Co., is elected also a director to 
succeed his father. 


WASHINGTON 


Seattle—At PaciFic NATIONAL BANK 
Carl G. Dakan has been advanced to 
trust officer. 


WEST VIRGINIA 


Huntington — Homer Gebhardt, for- 
merly vice president and trust officer, 
has been made executive vice president 
and trust officer, succeeding Charles A. 
Boone. 


WISCONSIN 


Neenah—Joseph F. Ryan was pro- 
moted to vice president and trust officer 
at the NATIONAL MANUFACTURERS BANK. 


CANADA 


Toronto—NATIONAL TruUsT Co. ap- 
pointed J. M. Armstrong manager of the 
trust department. 


BRIEFS 


Los Angeles, Cal.—W. Norris Bucklin, 
Jr., vice president of SECURITY-FIRST 
NATIONAL BANK, celebrated his fortieth 
anniversary with that institution. He 
joined the bank as a clerk in the trust 
department. 


Chicago, Ill.—Louis W. Fischer, vice 
president of AMERICAN NATIONAL BANK 
& Trust Co., addressed the West Side 
Businessmen’s League at Northwestern 
University Settlement on January 25, on 
the subject “Your Estate — Today and 
Tomorrow.” 


Duluth, Minn.—Chester D. Seftenberg, 
vice president and trust officer of the 
First & AMERICAN NATIONAL BANK, has 
been promoted to the rank of Colonel, 
United States Air Force Reserve. Colonel 
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Seftenberg is commanding officer of the 
9708rd Volunteer Air Reserve Training 
Squadron. 

Rochester, Minn. — First NATIONAL 
BANK has been granted trust powers un- 
der the Federal Reserve Act. 

Von pila New York, N. Y. 
—The Fifth Ave- 
nue branch of the 
NATIONAL CITY 
BANK OF NEW 
York, largest of 
the Bank, opened 
January 23 in the 
ee new Crowell-Collier 
CHARLES C. JORDAN Building on _ the 
northwest corner of 51st Street and Fifth 






Avenue. It occupies the basement, 
ground floor and second and third floors 
of Fifth Avenue’s latest and most mod- 
ern office structure which supplants one 
of America’s society landmarks of years 
ago — the fifty-eight room home of Wil- 
liam H. Vanderbilt. 

Representatives of National City’s 
trust affiliate, Ciry BANK FARMERS 
TrusT Co., will be at the branch to pro- 
vide trust services. Vice President 
Charles C. Jordan, who has 27 years’ ex- — 
perience with the trust company, will 
direct its activities at the new branch 
(transferring trust service from the 42nd 
Street branch). Established in 1822, City 
Bank Farmers is America’s oldest trust 
company. 


That Which Has Been Hard Won 
Is Not Lightly To Be Lost 


The reputation we enjoy among investors is 


a product of long and conscientious service 


rendered. As such, it is our most valued 


asset, our highest recommendation. 


We consider it a duty and respon- 


sibility to provide our clients the 


most efficient and useful service in 


our power. Alert trading, attention 


to detail, a comprehensive and im- 


mediate knowledge of both securi- 


ties and market conditions are always 


at their disposal , 


This conscious determination to do all things 


well—small and large, routine equally with 
the unusual—accounts for much of our value 
to the individual and institutional investor. 


R. W. Pressprich & Co. 


68 William Street 
NEW YORK 5 


201 Devonshire Street 
BOSTON 10 


Members New York Stock Exchange - 


GOVERNMENT, MUNICIPAL, RAILROAD, 
PUBLIC UTILITY AND INDUSTRIAL BONDS 
EQUIPMENT TRUST CERTIFICATES - INVESTMENT STOCKS 
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TRUST SERVICE 


in 


NEW JERSEY 


When we can secure 
information for you or be 
of assistance to you here, 


in any way, call on us. 


Fiduciary Service since 1902 


THE PLAINFIELD 
TRUST COMPANY 
Plainfield, New Jersey 


Member Federal Deposit 
Insurance Corporation 





Cleveland, Ohio—Vice President Henry 
Pirtle was named “Man of the Year” 
become Mayor of Cleveland Heights. A 
senior member of the city council, Mr. 
Pirtle was named “Man of the Year” 
in 1949 by the local post of the American 
Legion. 


Cleveland, Ohio—F rancis J. Amer, vice 
president of the NATIONAL CiTy BANK, 
spoke recently before the West Side Com- 
mercial Club on “Pension Trusts.” 


Tulsa, Okla. — NATIONAL BANK OF 
TULSA contributed $63,571 to its Em- 
ployees’ Pension Trust during 1949, 
when the bank had one of the best earn- 
ings years in its history, president A. 
E. Bradshaw reported to the _ stock- 
holders. 


McAllen, Texas — First NATIONAL 
BANK has been granted trust powers 
under the Federal Reserve Act. 


Bremerton & Seattle—PEOPLES Na- 
TIONAL BANK OF WASHINGTON has pur- 
chased the assets of the BREMERTON 
Trust & SAVINGS BANK. Roy A. Noyes, 
heretofore president and trust officer of 
Bremerton, will become manager of the 
new branch. 


Montreal, Canada—Sun Trust Co. has 
been merged into the SociETE D’ADMIN- 
ISTRATION ET DE Fimpucig, effective last 
month, as approved by the Quebec Legis- 
lature. The former Sun Trust office will 
be maintained as a branch. 


BALANCE SHEET 


(Continued from page 97) 


Cost of personnel replacement will be 
less in the long run if the process of 
training is going on continuously. 

The Trust Company which encour- 
ages, financially and otherwise, attend- 
ance at courses of the American Insti- 
tute of Banking, the Graduate School 
of Banking and others like The School 
of Financial Public Relations at North- 
western University will be building 
good reserves. 

Our balance sheet cannot be com- 
plete without adding into the totals our 
“Capital and Surplus.” The need for 
corporate and personal trust service is 
more apparent than ever. Through the 
medium of the Common Trust Fund, 
an equitable revision of fees, and im- 
provements in methods of operation we 
should be able to serve a_ widening 
group of customers on a profitable basis, 

The record of trust institutions in 
safeguarding and transmitting the funds 
of others is a capital account which 
appears strong. But it is well to have 
a surplus in addition. The harmonious 
cooperation between management and 
the employees is the backbone of good 
teamwork. 





A Chicago Fiduciary at Your Service 


The Trust Department of this bank has the facilities 


and the experience necessary to cooperate efficiently 


with attorneys, accountants, life underwriters, corpo- 


rations and Trust Companies of other states. Write us 


when you need the services of a Chicago fiduciary. 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY 





OF CHICAGO 
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TATES 


HE people of America are being 

deceived, imposed on and consci- 
ously misled. Our great illusion or de- 
lusion is the belief that Federal funds 
are free funds. Largely as the result 
of this delusion, the welfare state in 
America is gaining more and more 
ground. Unfortunately, “something for 
nothing” is terribly easy to sell. 

I have gotten completely fed up with 
speeches that present our problems in 
great detail (forgetting that we already 
know them) and end up with glitter- 
ing generalities. So, | make some spe- 
cific suggests which, from actual experi- 
ence, are thoroughly practical. 

Nothing is going to save the day for 
the American way of life except work 
along our own main streets and in our 
own backyards. It is a community job, 
a company job, a personal job not one 
that can be done at the Federal or even 
the State level. 


Syracuse is fundamentally an indus- 
trial city with a population of about 
250,000. We have a local Manufacturers 
Association. By this I do not mean a 
hole in the wall occupied by a pension- 
er and his secretary. Our Manufacturers 
Association has a staff of ten people. 


} At the head is an Executive Vice Presi- 


dent who receives a very substantial 
salary. Director of Public Relations 
and a Director of Industrial Relations 
also devote full time. 


The other seven staff members are 
women—a research specialist, an expert 
statistician, a highly trained librarian, 
four secretaries and stenographers. The 
annual budget is about $75,000. Its 
most important characteristic is this— 
the Board of Directors is made up of 
the top executives of 25 of our lead- 
ing companies, large and small. 


Surveys are constantly made having 
to do with wages, salaries, working 
conditions and almost everything else 
that bears on employer-employee prob- 
lms. Then comes the field of public 


_ —— 


From address before mid-Winter meeting, New 
York State Bankers Assn., January 23. 
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A SUCCESSFUL PROGRAM FOR DISPELLING 
“THE GREAT DELUSION” 


CLOUD WAMPLER 


President, Carrier Corporation, Syracuse, N. Y. 





The graduation exercises of the Carrier Institute of Business was addressed by Mr. Wampler. 
Guest speaker, seated on Mr. Wampler’s left, was Herman W. Steinkraus, president, the 
Bridgeport Brass Co., and president, the U. S. Chamber of Commerce. 


relations. We do not tell people what 
they should or should not do. Rather, 
we try to get them to think for them- 
selves on the basis of fact. For example, 
we would much rather have one of 
our newspapers print a good editorial 
on an important subject than to run 
an ad signed by the Association. 

Another important function of the 
Association involves the preparation of 
speeches for representatives of member 
companies. Now we are able to hold our 
own even with the highly organized 
labor group. Syracuse also has a first- 
rate Chamber of Commerce able to en- 
list and maintain the support of top 
people. 


Carrier Institute of Business 


The next chapter of the Syracuse 
story has to do with our own company. 
The Carrier Institute of Business, which 
has been the subject of a number of 
magazine articles in recent years, is an 
employee-managed project in existence 
since 1943. Each term of the Institute 
runs for thirteen weeks and, ordinarily, 
two are held each year. The attendance 
is limited to 210 individuals, practically 
all of whom are in the lower compensa- 
tion brackets. These men and women 





meet together once a week on their own 
time and listen to a talk on some im- 
portant economic, social or business 
subject. The speakers are Carrier execu- 
tives, and a limited number of import- 
ant people from outside. 


After the speech of the evening, the 
students break up into small discussion 
groups, each one presided over by a 
junior executive. No “brass” mind you. 
The views of the key speaker are liter- 
ally taken apart. Criticisms are made 
without restraint. And the high points 
of the evening’s discussion are passed 
on to top management with no names 
mentioned. 


The result is that the men and wo- 
men who work for Carrier learn a great 
deal about the American system, both 
economic and social, and perhaps even 
political. Further, they get to know 


what makes our company tick. Most im- 


portant, they have an opportunity to get 
their views across to management. And 
so, management obtains a better under- 
standing of employee’s problems and 
attitudes. This undertaking has been 
of even greater value to management 
than to the students. Let me give just 
a few of the results that can be mea- 
sured with some accuracy. 
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At the beginning of certain sessions, 
the Institute students are asked to write 
“True” or “False” after a number of 
statements. The same thing is done 
at the end, using a list of statements 
that reflect the same issues, such as: 


“The average American corpora- 
tion ought to put more money into 
wages for employees and less into 
advertising.” 
At the start of the course, 40% of the 
students said this was true. Thirteen 
weeks later, the figure was 13%. 


“The bulk of the money spent 
by the Federal government comes 
from duties on imports and simi- 
lar sources.” 


When the course opened, almost half 
of the students believed this to be true. 
But at the end, no one thought so. 


Over 60% of the present employees 
of Carrier Corporation have completed 
one or more of the sessions, and more 
than half of those who have taken the 
Institute courses have subsequently 


been promoted. 


The very top people of Carrier work 
at making the Institute successful. And 
the men and women of Carrier who take 
these courses are recognized for hav- 
ing done something worthwhile. Each 


one receives a diploma. At two recent 
commencements, addreseses were made 
by Dr. Karl T. Compton of MIT, and 
Herman Steinkraus, President of the 
United States Chamber of Commerce. 


The Cabinet 


Another Carrier project is our ‘Cab- 
inet.’ This is a group of about 100 of 
our employees, principally department 
heads and other major supervisors, who 
meet each month for two purposes. 
First, they listen to exhaustive reports 
of what happened in our business dur- 
ing the preceding month. These men get 
exactly the same data that are given to 
our Directors, and Cabinet sessions 
occur immediately after each Board 
meeting. 

Second, an opportunity is afforded 
for questions and answers and discus- 
sion. The subjects covered range from 
current economic trends and govern- 
ment fiscal policy to trouble encount- 
ered with some specific product or plans 
for a new plant. I preside at every Cab- 
inet meeting, and assure you that no 
holds are barred. 

Here is one very significant fact. 
Carrier has never had any so-called 
labor trouble—not a single work stop- 
page. I believe this is due chifly to two 


things. First, utter frankness on the 
part of management. Second, a whole. 
hearted attempt on the part of manage. 


ment to educate employees, while at the | 


same time giving employees, without 
limitation, opportunity to educate man- 
agement. 


The Citizens Foundation 


The next chapter of the Syracuse 
story began around a dinner table at 
which eight men talked about the 
‘Welfare’ State. Out of the discussion 
grew an idea for the establishment of 
a completely local organization which 
would work without any selfish interest 
whatsoever for the understanding and 
perpetuation of the American free en- 
terprise system. 


These individuals worked for almost 
a year in developing an acceptable state- 
ment of principles. The statement was 
reviewed by a group of young men. Not 
many changes were made, but we did 
obtain the benefit of the slant of youth. 


In April 1947, The Citizens Founda- 
tion, Inc. was officially launched as a 
non-profit, non-partisan and non-sectar- 
ian organization. The basic idea is to 
combine the point of view and the en- 
thusiasm of young men and the experi- 
ence of the older. Today, the Founda- 


84 Years’ Fiduciary Experience 


INSURES EXPERT CARE OF YOUR ESTATE 
AND TRUST MATTERS IN NEW YORK STATE 


For expert care of estate and trust matters requir- 


ing special attention, we offer long experience, 
complete facilities, modern operational methods. 


24 offices in Greater New York to cooperate with you 


BROOKLYN TRUST COMPANY 


MAIN OFFICE: 177 Montague Street, Brooklyn 
NEW YORK OFFICE: 26 Broad Street, New York 


Member Federal Deposit Insurance Corporation 
New York Clearing House Association 


Federal Reserve System 


eee 





TRUSTS AND ESTATES 





tio 
y e 


ap) 
for 
me 


ad 


Jev 


fac 


fess 
cle! 
elec 


is | 
adv 
om 
pris 
ing 
size 
in t 


dati 
stat 
reac 








the 
r0le- 
age- 


t the | 


hout 
nan- 


cuse 
le at 

the 
ssion 
it of 
yhich 
erest 










tion has 81 regular members under 45 
years of age and 50 senior members. 
At the outset, a salaried Director was 
appointed—a former newspaper editor, 
foreign correspondent and radio com- 
mentator. Later a paid assistant was 


added. 


Among the Foundation members are 
Jews, Catholics and Protestants, manu- 
facturers, merchants, lawyers, bankers, 
men who have chosen politics as a pro- 
fession, teachers and members of the 
clergy. One member is the recently 
elected Mayor who is the president of 
a bank and of a printing company. He 
is not a Republican but is a staunch 
advocate of free enterprise and of econ- 
omy in government. And it is not sur- 
prising that he was elected by a thump- 
ing majority in a city that turned in a 
sizeable plurality for John Foster Dulles 
in the recent Senatorial race. 

Each member of The Citizens Foun- 
dation has subscribed to the hard-won 
statement of principles, part of which 
reads: 

“We 


“We believe in freedom. 


believe in God. 


“By freedom, we mean that concept of 
a free society in which each person has 
the greatest possible opportunity to de- 
velop as an individual. 

“We believe that freedom cannot exist 
separately from responsibility. 

“By responsibility, we mean the duty 
of each person in a free society to accept 
and fulfill to himself and others those 
obligations inherently his by virtue of his 
own capacity. Freedom of religion, of 
speech and of opportunity require the 
acceptance by each citizen of individual 
responsibilities—to his God, to his coun- 
try, to his family, and to his fellow men. 

“We believe that such freedom and 
responsibility are the basis of American 
democracy—established in this nation by 
the Constitution and the Bill of Rights— 
and the only design for living that en- 
courages the full development, under God, 
of strong, self-reliant, intelligent individ- 
uals,” 


There is nothing in the entire state- 


ment that suggests any approval of 
“something for nothing.” 


Foundation Activities 


The Foundation maintains a first-rate 
Speakers’ Bureau. Last year, the Foun- 
dation sponsored a weekly series of 
thirteen lectures having to do with 
“What Everyone Should Know About 
Business,” put on by highly skilled pro- 
fessionals, at a cost in excess of $6,000. 
The original plan was to sell only 
about 600 course tickets at $10 each. 
But the total sale was in excess of 800, 
and it could easily have been much 
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larger. On the night of the first lecture, 
there was a heavy snow storm, yet 720 
people showed up; hourly workers and 
company presidents; labor leaders and 
college professors; ministers and house- 
wives. Throughout the entire thirteen 
the attendance held 
up at a high level, and again, opportun- 
ity for the exchange of views was pro- 
vided. 


weeks of course, 


This January, the Foundation launch- 
ed an even more unusual project—the 
first of a series of Social Justice For- 
ums. Here the intention is to receive 
authoritative outlines of the programs 


sponsored by the Catholic, Jewish and 
Protestant faiths. The available supply 
of 500 tickets was exhausted well in ad- 
vance of the first session. 


The three speakers will be leading 
Catholic, Jewish and Protestant clergy- 
men. We have asked them to discuss 
frankly their views on such matters as 
the profit system, pension plans, whether 
they feel that the average worker is re- 
garded only as a clock number or is 
able to retain in full measure his per- 
sonal dignity—whether under the exist- 
ing system he has an opportunity for 
advancement consistent with his efforts. 
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The real estate interests of Corporations, estates 


and individuals can often be best served through a Land Trust. 


Then title to the property in Chicago Title and Trust Company 
shields the identity of the owner, facilitates the transfer of 


fractional equities, and serves many other purposes. We 


originated and developed the Illinois form of Land Trust, and 


have had the broadest experience in its use. 


Our unusual background and experience in all mat- 


ters pertaining to Illinois real estate qualify us particularly to 


meet and solve unusual problems which so often arise. Our spe- 


cial facilities and resources are assurance of full cooperation. 


HICAGO TITLE ano TRUST COMPANY 


111 West Washington Street, Chicago 2, Illinois 








Along this line, the Syracuse Board 
of Education recently approved a pro- 
posal by The Citizens Foundation that 
teachers in our public schools should 
visit various local manufacturing plants. 
A regular schedule is being drawn for 
in-plant visits by the teachers of Voca- 
tional High School, as a trial run for 
extension of the plan. Great good could 
result, both in understanding on the 
part of teachers of the problems and 
aims of businessmen and in a fuller 
realization by the latter of the problems 
of the teaching profession. 


Another activity of the Foundation 
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involves the Hoover Commission Re- 
port. We are doing everything we can 
to obtain public support for the philo- 
sophy and the recommendations which 
it contains. 


This is Your Choice 


The success of the Foundation has 
been due in large part to whole-hearted 
support from the leading businessmen 
of our community. While I am a senior 
member, it is much more important that 
six young men of the Carrier organiza- 
tion are regular members and | have 
told every one of them that active par- 
ticipation in the affairs of the Founda- 
tion will be good for them, for Carrier 
and for the community. 


While the various parts of this pat- 
ter do not hold all of the answers to 
our problem, they do constitute an im- 
portant move in the right direction. 
Bankers are among the most respected 
members of their communities. On their 
Boards of Directors are other leaders— 
merchants, industrialists, lawyers and so 
on. If you could get steamed up about 
this whole business and, in turn, steam 
up your fellow Directors to the point 
where they would make sure that their 
own employees had the opportunity to 


learn the economic facts of life, the 
cumulative effect would be terrific. 
People like us have a responsibility 
that we are not discharging too well, 
We are permitting the great illusion to 
prevail. Maybe you think the great illu. 








sion will be destroyed by writing checks | 


and expecting the other fellow to do | 


the work. That won’t happen. There is 
only one way to lick this problem and 
that is for you and me to give freely 
of ourselves as well as of our money, 
If we don’t, the American way of life 
will disappear. FREEDOM CANNOT 
BE KEPT FOR FREE. 

A A A 


College Rejects Bequest 


The trustees of Lafayette College at 
Easton, Pa., last month voted to refuse 
a bequest of $140,000 under the will 
of alumnus Frederick T. Dumont, be- 
cause of a condition that none of the 
money could be used to finance schol- 
arships for Jewish or Catholic students. 
In announcing its decision, the board 
stated that the legacy contained “inti- 
mations of discrimination contrary to 
the history, practice and ideals” of the 
college, which was named in 1826 for 
the Marquis de Lafayette, himself a 
spokesman for religious tolerance. 





THE 


114 Years* 


of 


Trust Service 


PENNSYLVANIA 
COMPANY 


19 OFFICES 


*Trust Powers granted 1836. 


MEMBER FEDERAL RESERVE SYSTEM @ FEDERAL DEPOSIT INSURANCE CORPORATION 


for Banking and Trusts 


FOUNDED 1812 | 
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INCOME TAX 


Income from trust created as result of 
compromise of will contest not taxable 
to beneficiary. Taxpayer’s mother created 
trust in 1934, from which taxpayer was 
to receive $1,000 monthly after mother’s 
death. Father died in 1936 without mak- 
ing any provision for taxpayer in will. 
When taxpayer threatened suit, mother 
agreed that if taxpayer would relinquish 
her claims against both father’s and 
mother’s estate, mother would pay her 
$1,000 monthly until she died and, there- 
after, $2,000 monthly. Trust instrument 
was amended accordingly and after 
mother’s death, taxpayer received $2,000 
monthly. Principal of trust consisted of 
mother’s separate property. Commission- 
er determined that payments were tax- 
able under Section 22(b) (3) of Code, as 
income from property received from 
father, or as an annuity under Section 
22(b) (2) (A). 


HELD: Commissioner overruled; 
neither section was applicable. Lyeth v. 
Hoey, 305 U. S. 188, has no application, 
for here taxpayer received no part of her 
father’s estate in settlement and pay- 
ments received each month were not de- 
rived from property that formerly be- 
longed to her father’s estate but from 
trust property that had been separate 
property of mother. Furthermore, month- 
ly payments were not taxable as annu- 
ities, for they were payments on a single 
indebtedness due taxpayer. Hopkins v. 
Comm., 13 T. C. No. 124, Dec. 20, 1949. 


Where grantor guaranteed minimum 
income from trust to beneficiary, all 
trust income taxable to him. Taxpayer 


| and wife filed joint return. Husband was 


[A 


usts 


:D 1812 
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indebted to his sister for $93,000. In set- 
tlement of this debt, he created trust in 
1941 for her benefit, guaranteeing in- 
come of $5,000, with commitment that 
if it did not amount to that figure, he 
would make up deficit from his own per- 
sonal funds. Commissioner determined 
that trust income was taxable to tax- 
payer. Tax was paid and suit brought 
for refund. 


HELD: Refund denied. Because of 
continuing obligation guaranteeing $5,000 
annually, income from trust to that ex- 
tent, was taxable income of taxpayer. 
Mosby v. United States, U. S. Dist. Ct., 
W. D., Tenn., Dec. 1, 1949. 
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SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


Income from tenancy by entirety under 
Missouri law taxable one-half to each 
spouse. Taxpayer and his wife were 
owners as tenants by the entirety of 
several parcels of real estate in St. Louis. 
During 1943 and 1944, all of this real 
estate, except one parcel, was rented to 
trucking company of which taxpayer was 
president. All rent was paid to tax- 
payer’s wife, who reported it as separate 
income. Commissioner determined defi- 
ciency in taxpayer’s income. Taxpayer 
paid tax and brought suit for refund. 


HELD: Refund denied. Under Mis- 
souri law, a husband and wife have unity 
of interest, unity of possession and unity 
of entirety. To conclude that either hus- 
band or wife could take entire income 
from property so held is not consonant 
with unity of interest in the property. 
Therefore, income by way of rentals 
from such property is taxable one-half 
to husband and one-half to wife. Morgan 
v. Finnigan, U. S. Dist. Ct., E. D., Mo., 
Nov. 21, 1949. 


Application of Technical Changes Act 
to pension trust contributions. Taxpayers 
were officers, stockholders and employees 
of a corporation which, in 1940, had 
created a pension trust for benefit of its 
employees. Through 1943, trust was not 
exempt but was amended to give it tax 
exempt status commencing January l, 
1944. For 1940 through 1943, corporation 
was allowed deduction for contributions 
to pension trust, as compensation of em- 
ployees. Taxpayers did not include in 
income their individual tax returns any 
sum so contributed by corporation. Upon 
auditing taxpayers’ returns for 1942 and 
1943, Commissioner determined that 
amounts contributed to pension trust in 
those years for benefit of taxpayers were 
taxable to them. 


Section 5(a) of Technical Changes Act 
of 1949 provides for exclusions from em- 
ployee’s income of contributions made to 
an employee’s trust where (1) contribu- 
tion is to be applied to purchase of an- 
nuity, (2) such contribution was made 
pursuant to written agreement entered 
into prior to October 21, 1942, and (3) 
employee is not entitled during his life- 
time, except with the consent of trustee, 
to any payments under annuity con- 
tracts purchased by trustee other than 
annuity payments. 


HELD: By virtue of this section, con- 
tributions were not includible in tax- 
payer’s income in 1942 or 1943. Compli- 
ance occurred with three named condi- 
tions. Allenberg v. Comm., 13 T. C. No. 
123, Dec. 19, 1949. 


Trustee holding partnership interest 
for minor child not true partner. Tax- 
payer and brothers were associated as 
partners in retail business operating un- 
der name of Brooks Clothes. Taxpayer’s 
son, born in 1929, started to work in 
one of stores in 1938 or 1939, wrapping 
packages, delivering clothes and running 
errands. In 1942, son began to assume 
duties of salesman and cashier. In that 
year, taxpayer assigned part of his in- 
terest to his brother, a physician, as 
trustee for son. Thereafter, trustee re- 
ported income for Federa! tax purposes 
on share of partnership assigned for 
benefit of son. Commissioner included 
that amount in income of taxpayer- 
grantor. 


HELD: Income was taxable to grantor; 
partnership not recognized as to son. 
Trustee performed no services for part- 
nership as trustee which could be segre- 
gated from his services in his individual 
capacity as a partner. Parties did not, 
acting in good faith, and with business 
purpose, actually intend that trust join 
with petitioner and his brothers as a 
partner in carrying on business. Feldman 
v. Comm., 14 T. C. No. 3, Jan. 11, 1950. 


Taxable stock dividends includible in 
income of trust. In 1935 eight persons 
transferred individually owned stock in 
two corporations in trust, and directed 
trustees to pay their pro rata share of 
trust income to themselves for life, then 
to their respective spouses, then to their 
issue, and then to their heirs, until 
termination of trust. At that time prin- 
cipal was to go to their issue, if any, 
and then to their heirs-at-law. Trust was 
to terminate upon death of survivor of 


‘21 named individuals ranging in age 


from 68 years down to two months, in- 
clusive of eight grantors. Each grantor 
reserved power of appointment of his 
share of trust income and principal after 
his death. 


Net income was to be, and was, dis- 
tributed to life tenant-trustors during 
taxable years and income tax due thereon 
was paid by them. Taxable stock div- 
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idends received by trust during each of 
taxable years was reported as trust in- 
come and income tax paid thereon. Trust 
agreement required stock dividends to 
inure to principal. Commissioner deter- 
mined that taxable stock dividends con- 
stituted income to life tenant-trustors for 
reason that no valid trust was created. 


Tax Court held, in 12 T. C. 817, that 
trust was valid under California law, 
and stock dividends were includible in 
trust. Commissioner filed motion to va- 
cate decision on ground that, after case 
had been submitted to Tax Court, ap- 
plicable California law was construed in 
Bixby v. California Trust Co., 202 P. 
(2d) 1018, and under that decision trust 
involved here created no remainder in- 
terests in heirs-at-law and was revoc- 
able and terminable. Tax Court vacated 
its decision but subsequently denied mo- 
tion to set aside previous opinion, and 
re-entered its previous decision. 


HELD: Trust was not revocable under 
California law. Taxable stock dividends 
in question were taxable to trust. Goodan, 
T. C. Memo, Nov. 30, 1949. 


ESTATE TAX 


Insurance not includible in decedent’s 
estate where incidents of ownership held 
by son. Son procured policies of life 
insurance on mother’s life and paid pre- 
miums thereon. Son was named as bene- 
ficiary and it was intended that he should 
be owner of policies. However, in order 
to avoid complications which might have 
caused him to lose the sale, company 
agent had mother sign application form 
in blank. Agent filled in form later, pro- 
viding mother should possess incidents 
of ownership in policies. Policies were 
delivered to son. When son entered mil- 
itary service, he gave policies to mother 
for safe keeping and she placed them in 
her safe deposit box in envelope marked 
as property of son. Upon her death, Com- 
missioner included insurance in her es- 
tate. Executor paid tax and brought suit 
for refund. 

HELD: Refund granted; insurance 
was not part of decedent’s estate. Pre- 
miums were admittedly paid by son, and 


from evidence there was no doubt that 
both mother and son intended that pol- 
icies should belong to him alone. Un- 
authorized answers inserted in applica- 
tion form by agent, upon his own initia- 
tive and for his own personal reasons, 
would not serve to vest insured with tax- 
able incidents of ownership. National 
Metropolitan Bank v. United States, 
Court of Claims, Jan. 3, 1950. 


Half of value of surplus of corporation 
owned by husband not includible in wife’s 
estate. Decedent was a resident of Texas. 
Husband was sole owner of stock in 
petroleum corporation. Upon decedent’s 
death, Commissioner included $142,971 
in her estate, representing one-half of 
increase in surplus account of company 
attributable to ordinary earnings during 
time decedent and surviving spouse were 
married, on theory that corporate entity 
was husband’s alter ago and should be 
disregarded. 


HELD: Commissioner overruled. At 
time of marriage, corporate stock was 
separate property of husband and con- 
tinued to be his separate property during 
coverture. Under Texas law, corporate 
stock which was separate property when 
issued retains its separate character, no 
matter how much it increased in value 
as a result of surplus. Lucey Est., 13 
T. C. No. 126, Dec. 20, 1949. 


Insurance on partner’s life to purchase 
his interest includible in his estate, but 
not his interest in partnership. Decedent 
and his partner procured $25,000 life 
insurance policies on lives of each other 
for purpose of exercising option to pur- 
chase partnership interest of first to die. 
By reason of accidental death, proceeds 
of policies amounted to $40,271. This sum 
was paid to surviving partner, who in 
turn paid it to decedent’s estate in ex- 
change for his interest in partnership. 


Value of partnership assets at date 
of death was $86,992. In estate tax re- 
turn, amount of insurance received was 
included in decedent’s estate, but not his 
interest in partnership. Commissioner in- 
creased decedent’s estate by adding 
$40,271, representing book value of de- 
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cedent’s share in partnership assets, that 
is $43,496, reduced to $40,271 by reason 
of the option agreement. 


HELD: Commissioner overruled. To 
include both proceeds of insurance and 
value of interest in partnership would 
result in unjustifiable double taxation, 
At the time of, and after decedent’s 
death, his interest, or interest of his 
estate, in partnership assets was limited 
under partnership agreement to amount 
of proceeds of policies of insurance on 
his life. Est. of Tompkins, 13 T. C. No. 
130, Dec. 22, 1949. 


Annuity contract powers not taxable. 
On March 21, 1938, decedent’s husband 
gave her $50,000 with which to purchase 
an annuity contract on his life. Annuity 
was to be paid to wife during life and 
upon her death to him. Secondary bene- 
ficiaries were also named. Although he 
filed gift tax return at time and paid 
tax, Commissioner included full value 
of annuity in his estate. Executor pro- 
tested and matter was finally settled by 
including half of commuted value of con- 
tract in estate, or $17,248. 


Decedent also had power to surrender 
contract and to change beneficiaries. Up- 
on her death, commuted value of contract 
was $24,901. Commissioner included one- 
half of this in decedent’s estate as trans- 
fer made during life and other half as 
property previously taxed. 


HELD: Commissioner erred in includ- 
ing any part of commuted value of con- 
tract in decedent’s estate. Therefore, no 
part of contract is to be treated as prop- 
erty previously taxed. Powers held by 
decedent were created prior to amend- 
ments of Section 811(f) by Revenue Act 
of 1942. That section provides that 
amendments are not applicable where 
power was created prior to effective date 
of Act and decedent dies before July 1, 
1950. Haggett Est. v. Comm., 13 T. C.) 
No. 137, Dec. 30, 1949. 


Girt TAX 


Bank deposits of non-resident alien 
not exempt from gift tax. Taxpayer, non- 
resident alien, transferred funds to her 
husband from her account in a New York | 
bank. Commissioner determined gift) 
taxes were due on transfers in spite of 
fact that decedent was non-resident. Tax- 
payer contended that transfers were free 
from gift taxes, because made from 
money on deposit in a bank in United 
States. 


HELD: Transfer was subject to gift 
tax. While estate tax law provides that 
money deposited with any person carry- 
ing on banking business, by or for 4 
non-resident not a citizen of United 
States at the time of his death, shall 


‘not “be deemed property within the 


United States,” there is no such pro 
vision in gift tax law. Harris v. Comm, 
Court of Appeals, Dec. 22, 1949. 
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STATES 


CHarLes D. HILes, former national 
chairman of the Republican Party, 
stated in his will that he had policies 
of insurance on his life payable to his 
three children in various amounts and, 
therefore, he bequeathed to two of them 
such sum as would be necessary to 
equalize all three. In determining the 
“net proceeds” of the policies, the lump 
sum payable at death was to govern 
although some installment option might 
be exercised by the children. 


The residue of the estate, after lega- 
cies totalling $4,000 to nieces, nephews 
and a sister, was placed in trust for 
Mrs. Hilles. She is to receive the in- 
come for life and so much or all of 
the principal as the trustees—Bankers 
Trust Co. of New York, and the two 
sons—see fit to distribute. In giving the 
trustees wide powers of investment, Mr. 
Hilles authorized them “to take such 
action as they shall deem advisable with 
respect to changes in monetary stan- 
dards or other changes which might 
affect purchasing power.” 


He further specifically empowered 
his fiduciaries—his wife and daughter 
are added as executors—to retain the 
stock which he owned in Bankers Trust 
Co., of which he was a director and 
“in which I have confidence,” declar- 
ing that they “shall have no greater re- 
sponsibility for retaining, investing in 
or otherwise acquiring such stock” than 
with respect to any other stock, and 
there shall be no presumption of self- 
or conflicting interest or divided loyalty. 


Wittiam H. CoverbaLe, head of 
American Export Lines and Canada 
Steamship lines, as well a prominent 
consulting engineer, directed that one- 
third of the residue of his estate—as 
determined before taxes—be placed in 
trust to pay his wife the income for 
life, with the principal payable to the 
appointees under her will, or to his 
children in default of appointment. The 
sum of $100,000 is put in trust to pay 
Mr. Coverdale’s sister $3,000 annually 
out of the income (or principal, if ne- 
cessary), with the principal on her 
death going to his children, who also 
receive any surplus income. 

The balance of the residue is be- 
queathed to the children equally, with 
7S per cent of their shares being re- 
tained in trust. One-third of this re- 
tained portion will be paid to each 
of them two years after Mr. Coverdale’s 
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death, one-half of the remainder two 
years later and the rest a like period 
thereafter. Mrs. Coverdale, a friend and 
City Bank Farmers Trust Co. of New 
York are named executors and trustees. 


E. TApPpAN STANNARD, president of 
Kennecott Copper Corp., who with other 
company executives was killed in a 
plane crash, left $10,000 to his sister, 
$5,000 to his brother (plus cancella- 
tion of any indebtedness) and $300,000 
to his wife, who will also receive the 
income from the trust of the residue 
of the estate. Upon her death, a trust 
of $40,000 is to be set up for a nephew, 
who will get the principal at age 55. 
If he dies before them, Yale University 
will receive the fund. 


Another trust of $75,000 will be 
established for a niece, with the re- 
mainder on her death also going to 
Yale, which receives the balance of the 
residuary trust on Mrs. Stannard’s 
death. These sums are to be added to 
the Research Fund bearing Mr. Stan- 
nard’s name, for graduate research 
scholarships and fellowships. Mrs. Stan- 
nard and J. P. Morgan, Incorporated 
are appointed executors and _ trustees, 
with power to retain stock in the Mor- 
gan firm in the same manner as any 
other securities. 


Cot. Matt J. WINN, who as promoter 
of the Kentucky Derby since 1902 be- 
came one of the outstanding figures in 
thoroughbred racing, left his stock in 
Churchill Downs race track in equal 
shares to three of his daughters. The 
rest of the estate, which has been valued 
at $322,687, is divided into seven parts, 
one each to these children, a fourth 
daughter and a granddaughter, with 
one share divided between two grand- 
sons and the seventh among three other 
granddaughters. The executors—Citizens 
Fidelity Bank & Trust Co. of Louisville 
and Col. Winn’s son-in-law—are request- 
ed to retain as much of the estate’s as- 
sets as is practicable and to distribute 
them in kind to the legatees. 


Harry C. Knicut, former president 
of Southern New England Telephone 
Co. and an outstanding civic leader in 
New Haven, left his entire estate to his 
wife and appointed the Union & New 
Haven Trust Co. as executor .. . Former 
governor J. C. B. EnxrincHaus of North 
Carolina named his’son and Wachovia 
Bank & Trust at Raleigh as executors. 
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CURRENT - LITERATURE NOTES 


Books 


Montgomery’s Federal Taxes — Es- 
tates, Trusts and Gifts, 1949-50 
ROBERT H. MONTGOMERY, JAMES 0. 
WYNN and G. HAROLD BLATTMACHR. 


The Ronald Press Co., New York. 1145 pp. 
$12.50. 


Although the new edition of this out- 
standing standard work contains ten per 
cent fewer pages than last year’s vol- 
ume, Col. Montgomery appropriately re- 
marks in his preface that, as in the old 
saying “things go badly for a long time 
— and then get worse,” so it is with our 
tax laws. The attempt to write into law 
the details of all business and financial 
transactions continues to be a dismal 
failure. Offering to reprint all of his 
prefaces for the past 30-odd years if any 
reasonable number of persons are inter- 
ested, the noted senior author believes 
he can prove his point regarding cum- 
ulative ambiguities and weasel words. 


Nonetheless, we must attempt to work 
with the law “as is” and through the 
years this book has been an invaluable 
aid to quick and authoritative analysis 
of the law, regulations and leading de- 
cisions on the taxation of estates, trusts 
and gifts. This edition reflects the im- 
portant changes effected by the Tech- 
nical Changes Act of 1949, the principal 
points involving the Church, Spiegel and 
Lehman cases. Again the opening chapter 
of some 60 pages is devoted to planning 
the distribution of an estate. 


Those interested in the taxation of 
Corporations and Partnerships will find 
equally useful the companion work un- 
der that title prepared by Col. Mont- 
gomery with Conrad B. Taylor and Mark 
E. Richardson. These two volumes, of 
1837 pages, sell for $20. 


New York Wills — Testamentary 
Trusts 
ELMER L. FINGAR & DAVID R. BOOK- 


STAVER. Clark Boardman Co. Ltd., New 
York. 1018 pp. $20. 


Perhaps no one is in a better position 
to observe and profit from the will draft- 
ing experience (and mistakes) of the 
profession than is the Chief Clerk of a 
Surrogate’s Court. Occupying that en- 
viable office in Westchester County, Mr. 
Fingar has collaborated with Professor 
Bookstaver in the preparation of what 
should prove to be an invaluable tool for 
the New York lawyer. 


This reviewer is in thorough agree- 
ment with the authors’ prefatorial state- 
ment that the subject of will drafting 
requires treatment on a state rather than 
national basis. Thus, esoteric discussions 
about majority rules and the better de- 
cisions, etc., make way for practical and 
comprehensive analysis of the existing 
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law in this technical but fascinating 
field. National flavor is nevertheless in- 
jected through sections on the Federal 
estate tax, with emphasis on the marital 
deduction. But here, too, these questions 
are viewed in the light of local law, 
particularly on powers of appointment. 


In addition to a complete examination 
of the New York law of wills and testa- 
mentary trusts, the volume contains more 
than 900 will clauses. Although these will 
be highly useful to the expert, the authors 
realize that most members. of the Bar are 
not specialists in fiduciary law; hence 
each division or class of forms is ac- 
companied by an explanatory comment. 
Increasing the functional utility of the 
work is the idea of inserting cross refer- 
ences to related clauses and provisions de- 
signed to comply with specific statutes. 


Corporate Accumulations and Sec- 
tion 102 


J. K. LASSER & ROBERT S. HOLTZMAN. 
Matthew Bender & Co., Albany. 273 pp. $6.00. 


Section 102 of the Internal Revenue 
Code, as every tax lawyer knows, in ef- 
fect prohibits the accumulation of profits 
in a corporation for the purpose of 
avoiding individual income tax to the 
stockholders. Written by two qualified 
persons, this helpful manual assembles 
the legislative history and decisions on 
that section, with an incisive commentary 
on the implications of the cases and 
rulings. 


Furnishing specific situations in which 
retention of corporate funds in surplus 
is permissible, the book also points out 
needless and sometimes dangerous over- 
precautions. Special attention is given 
to the problems of directors, attorneys 
and accountants. 


One example may be cited here as 
of particular interest to this audience. 
In connection with key-man insurance 
and funded stock retirement plans, the 
question has often been raised whether 
the payment of premiums by the cor- 
poration on insurance on the lives of 
the employees or stockholders constitutes 
an unreasonable accumulation of surplus. 
The authors refer to the only decision 
thus far handed down in which it was 
held that such payments were for a 
legitimate business purpose and not sub- 
ject to attack. 


ARTICLES 


Life Insurance and Estate Planning 
HARRISON B. CLAPP. Taxes, January. 


This is a general discussion of the uses 
to which insurance is peculiarly adapted 
in estate planning and some special prob- 
lems raised. There is treatment of such 


matters as planning for retirement, use 
of settlement options, life insurance 
trusts and insurance for specific pur- 
poses. 

The major portion of the paper is de- 
voted to considerations arising under the 
marital deduction. For example, there is 
the choice between a half-and-half qual- 
ification of the proceeds in obtaining the 
maximum deduction and a complete qual- 
ification coupled with a formula bequest 
including such probate property as is 
necessary to make up the maximum 50% 
allowable. In connection with the usual 
practice of empowering the trustee to 
deplete the marital trust before the non- 
marital trust through principal payments 
to the wife (so as to reduce the taxable 
estate upon her death) it is suggested 
that, where permitted by state law, the 
trustee of the non-marital trust be per- 
mitted to purchase insurance on the life 
of the wife to offset the diminution of 
the estate. 

The conditions that may be imposed 
upon the wife’s power of appointment are 
examined and cautions raised with par- 
ticular reference to the requirement of 
exercisability “in all events.” The use of 
a disclaimer privilege to avoid over- qual- 
ification of marital deduction property is 
illustrated, with the observation that the 
aforementioned formula clause would 
render such a power generally unneces- 
sary. 


Federal Tax Problems of Attorneys 
for Estates 

JACK R. MILLER. Iowa Law Review, Fall 

1949. 

This analysis is designed to save the 
average practitioner the time otherwise 
required to obtain an overall view of 
fiduciary federal tax problems and solu- 
tions. The subjects discussed include dut- 


ies of the personal representative with | 


respect to income tax of the decedent 
as well as of the estate; estate and gift 
taxes; income and deductions in respect 
of decedents; determination of net in- 
come of estates, with particular refer- 
ence to payments to annuitants; liability 
of the fiduciary and transferees for 
taxes; and tax liens. 


Federal Tax Conference 
Taxes, December. 


The proceedings of the annual tax con- 
ference at the University of Chicago in- 
clude papers on: pension and profit shar- 
ing plans; current issues on marital de- 
duction; developments in taxation of es 
tates and trusts; present status of 
Spiegel and Church problems; gift tax 
in relation to marital settlements inc 
dent to divorce; income tax problems of 
trusts; and life insurance in estate plat 
ning. 


TRUSTS AND EstTATES 
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CLAIMS — Promise to Devise — In- 
sufficient Evidence 


Pennsylvania—Supreme Court 
Stafford v. Reed, 363 Pa. 405. 


Claimant alleged that she had per- 
formed housework and nursing services 
for decedent and had lent him money 
over a period from 1939 to his death in 
1947, without compensation, upon the 
oral agreement with decedent that he 
would devise all of his property, which 
was real estate, to her. The evidence in 
support of this claim was given by claim- 
ant’s daughter, who testified that de- 
cedent had told her he was not paying 
her mother but was going to give her his 
property by will, and frequently assured 
her that he was going to take care of her 
mother by will. There were other wit- 
nesses to whom decedent indicated he 
was going to take care of claimant. He 
died without a will, and claimant peti- 
tioned the Orphans’ Court for specific 
performance of the oral agreement. The 
court refused to decree specific per- 
formance, but awarded claimant $3800 
for services and $800 in repayment of 
loans. The administrator appealed, 


HELD: Reversed. While the findings 
of a Chancellor affirmed by the Court en 
bane are generally conclusive on the ap- 
pellate court, this rule does not apply 
when the evidence must meet some pre- 
scribed standard of proof. Here, the 
standard required was credible evidence 
of such weight and directness as to put 
the facts alleged beyond reasonable 
doubt. Tested by these severe criteria, the 
evidence presented was not sufficient to 
sustain claimant’s claim of a contract or 
of the loans made, and the claimant is 
not entitled to the value of her services 
rendered on the faith of the agreement. 
Having claimed on a contract, claimant 
cannot recover on a quantum meruit for 
the value of her services. Specific per- 
formance would have been barred by the 
Statute of Frauds because the property 
to be given by will was real property. 


CHARITABLE TRUSTS — Accumula- 
lation of Income for 125 Years — 
Trust for White Poor of County 


Virginia—Supreme Court of Appeals 


Allaun v. First & Merchants National Bank of 
Richmond, 56 S. E. (2d) 83. 


Testator willed all of his property to 
a trustee in trust for 125 years for the 
benefit of five charitable corporations and 
“white poor of Powhatan County, Vir- 
ginia,” one-half of the net income each 
year to be divided among those bene- 
ficiaries and the other one-half to be ac- 
cumulated and added to the corpus. At 
the expiration of 125 years, the then 
Corpus was to be divided equally among 
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the beneficiaries. The portion for the 
white poor of Powhatan County was to 
be paid to the Treasurer of that County 
to be disbursed by him “on orders from 
white preachers” of that County. 


HELD: The trust is a valid charitable 
trust. The interests of the respective 
beneficiaries became vested at testator’s 
death. The provision for accumulation of 
income did not invalidate the trust. It 
was not unreasonable; but, even if it 
were, the trust would still be valid and 
the court of chancery would at the proper 
time supervise the charitable trust by its 
directions and orders. The trust for the 
benefit of “white poor of Powhatan 
County, Virginia” was sufficiently defin- 
ite to be valid and enforceable. 


CHARITABLE TRUSTS — When Can 
They Be Terminated 


Massachusetts—Supreme Judicial Court 
Bradway v. Shattuck, 1950 A.S. 7, Jan. 3, 1950 


Wood left a portion of his real and 
personal estate and the residue to A and 
B as trustees, for them to consider care- 
fully the practicability of building a 
home for destitute convalescents and a 
home for needy incurables. Then follow- 
ed a provision that if they found it in- 
expedient after taking time for full con- 
sideration, but not exceeding three years, 
to build the homes, they were to distri- 
bute the fund among certain beneficiar- 
ies (the petitioners). This was in 1914. 


In 1916 A and B incorporated Wood 
Memorial Home, Inc., and conveyed all 
the assets to it, reciting that they con- 
sidered the establishment of the Home 
practical. Later A and B died and the 
respondents were appointed trustees. In 
Shattuck v. Wood Memorial Home., Inc., 
319 Mass. 444 they attempted to compel 
the corporation to reconvey all the assets 
to them as trustees. They obtained a de- 
cree to that effect in June, 1946. A few 


JECISIONS 


LAK] L 


months later some of the contingent ben- 
eficiaries filed petitions to have the trust 
terminated and the assets distributed to 
them. The probate judge decided in favor 
of the petitioners. The trustees and the 
Attorney General appealed. 


HELD: Petitions dismissed. No distri- 
bution was to be made to the beneficiar- 
ies unless the trustees within three years 
should affirmatively deem the establish- 
ment of the home inexpedient and im- 
practicable. This they did not do, but on 
the contrary decided that was expedient 
and practicable. Accordingly the ultimate 
establishment of the homes became the 
fixed duty of the trustees, which could 
not be renounced or abandoned. No time 
was fixed by the will for the actual con- 
struction. 

Without deciding whether or not the 
trustees could appeal, the court held that 
the Attorney General could, and that his 
appeal brought the case before the full 
court. 


COMPENSATION — Agreement Fixing 
Fee Rate Applies to Income Only 


Kentucky—Court of Appeals 

Camden v. First Nat. Bank & Trust Co. of Lex- 

ington, 311 Ky. 557, 224 S.W. (2d) 644. 

An inter vivos trust agreement con- 
tained a provision that the trustee “shall 
receive a compensation of three per cent 
(3%) of all monies received and dis- 
bursed.” The settlor transferred to the 
trustee the securities listed in the agree- 
ment, which constituted the trust estate. 
The trial court held, as contended by the 
trustee, that the provision fixing the com- 
pensation of the trustee was sufficiently 
broad to include principal received and 
disbursed, as well as income. The bene- 
ficiaries took an appeal. 

HELD: The provisions for compensa- 
tion related only to the receipt and dis- 
bursement of income. After denying the 
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contention of the trustee that the court 
should consider as evidence correspond- 
ence between the settlor and the trustee 
fixing the latter’s compensation as the 
fiduciary under the settlor’s will exe- 
cuted shortly before the trust agreement, 
the court said: 

“‘We think the use of the words all monies in 
the Trust Agreements, which provide that the 
Bank ‘shall receive compensation of 3%, on all 
monies received and disbursed’, is persuasive, if 
not conclusive, that income only, rather than 
securities constituting the corpus of the trust, 
was to be considered as a basis for compensa- 
tion of the Bank. The word ‘monies’ used in 
this connection seems to conncte money coming 
into the trust as income from the investments.” 


COMPENSATION — Statute of Limita- 
tions Bars Claim After Delivery of 
Trust Assets 


Missouri—Supreme Court, Div. 2 
Simmons v. Friday, 224 S. W. (2d) 90. 


Plaintiffs were trustees under an inter 
vivos trust to endure for the life of the 
settlor. Soon after termination of the 
trust, plaintiffs delivered all the assets 
in accordance with the terms of the trust 
but without deducting their compensation 
for which there was no express provision 
in the trust instrument. 

Twelve years after rendering their 
final account, plaintiffs brought suit 
against the settlor’s estate for their com- 
missions. Defendant’s motion to dismiss 
plaintiffs’ petition was sustained below 
on the ground that plaintiffs’ action was 
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barred by the general statute of limita- 
tions. 


HELD: Affirmed. The statute of lim- 
itations starts to run between the trustee 
and the beneficiaries of an express trust 
upon termination of the trust as well as 
upon repudiation by the trustee. More- 
over, in this case the relationship be- 
tween the beneficiaries and the trustees 
was merely that of debtor and creditor. 


In Missouri the statutes of limitation 
apply to suits in equity as well as actions 
at law. While trustees need not pay over 
income or principal without deducting 
compensation to which they are entitled, 
they have no security interest in trust 
property not in their possession. 


DISTRIBUTION — Adopted Child May 
Not Be Disinherited 


Arizona—Supreme Court 
In re Gary’s Estate, 211 P. (2d) 815. 


Appellant was born out of wedlock. 
Deceased, her father, entered into an 
oral agreement with her when she was 
about ten years old, that, on condition 
she assume his name, he would adopt 
appellant, support and educate her, and 
provide that she would inherit his es- 
tate or a child’s portion thereof. 


Deceased supported appellant for about 
two years, when he remarried, moved 
West and ceased her support. After 
death of his second wife, he married ap- 
pellee in Arizona. He bequeathed $10 to 
appellant, and left the rest of his estate, 
which consisted of community property, 
to appellee. Appellant brings this action 
to have will revoked and to have the oral 
agreement relating to her adoption en- 
forced. 


HELD: An adopted child who has fully 
performed an adoption contract is en- 





titled to the fruits thereof and such con- 
tract, by reason of the filial affection, 
obedience and_ services contemplated 
thereby, is not lacking in consideration, 
Full performance of the adoption con- 
tract by appellant took the oral contract 
out of the statute of frauds. 


While a parent may disinherit his 
child, he is not at liberty to disinherit a 
child under an express contract of adop- 
tion wherein he agrees to make the 
adopted child his lawful and legitimate 
heir. 


Joint TENANCY — Tenancy in Com- 
mon in Bank Account Denied 


Pennsylvania—Supreme Court 
Kata Estate, decided Jan. 3, 1950. 


In 1933, decedent merged two bank 
accounts containing his own funds into 
one in the name of himself or his minor 
brother. Both signed the signature card, 
Additional deposits were made in the ac- 
count. Withdrawals were made by both 
brothers. Decedent at one time withdrew 
a large sum in order to lend it to his 
brother. Decedent retained the passbook 
until a few months before his death when 
he delivered it in a sealed envelope to a 
friend with instructions to return it when 
he asked for it, or if anything happened 
to deliver it to the “proper parties.” 


Decedent died in 1947, leaving a will in 
which he named his brother executor. The 
brother did not include this balance in 
his executor’s account, and he was sur- 
charged the full balance by the lower 
court. He then appealed, arguing that 
while the bank account was not held in 
joint tenancy with right of survivorship, 
it was held in tenancy in common, in 
which he owned a half interest by gift. 


HELD: Affirmed. A deposit by a per- 
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son of his own money in the name of 
himself and another does not raise a pre- 
sumption that the depositor intended to 
vest in the other party any beneficial 
interest in the fund. The brother had the 
right to withdraw funds, but in absence 
of proof that it was granted for a pur- 
pose other than the convenience of de- 
cedent, it is not evidence of intention to 
make a gift. The loan by decedent to 
his brother ‘clearly indicates decedent 
was the owner of the fund. Nor did the 
delivery of the pass book to a third party 
constitute a gift of the account, as there 
was insufficient delivery. The brother was 
only an agent for decedent, and his au- 
thority over the account ceased at de- 
cedent’s death. 


LIFE TENANT & REMAINDERMAN — 
Propriety of Reserve Out of In- 
come for Depreciation of Real Es- 
tate. 


New York—Surrogate’s Court, New York Co. 
Matter of Ottmann, N. Y. L. J., Jan. 3, 1950. 


In an accounting proceeding, the ques- 
tion was raised whether the testamentary 
trustees were required to set up a re- 
serve out of income for depreciation of 
real property held in the trust. There 
was no provision therefor in the will. 


HELD: The trustees may not set up 
such a reserve out of income. That is the 
prevailing view in New York unless the 
will otherwise directs or there is other 
manifestation of the testator’s intention 
that a reserve be established. Further- 
more, the will shows every indication of 
an intention to favor the income bene- 
ficiaries over remaindermen. For exam- 
ple, it authorizes unlimited invasion of 
principal for the benefit of the income 
beneficiaries. 


PERPETUITIES — Class Gifts — Time 
of Vesting 


Washington—Supreme Court 
Betchard v. Iverson, 135 Wash. Dec. 322. 


The testator left the residue of his es- 
tate in trust to pay $350 per month to 
his wife and to hold the remainder of the 
net income for the use and benefit of his 
grandchildren, Norman Iverson, who was 
six years old at the time of testator’s 
death, Jeffrey Iverson, aged five, and any 
other grandchildren born to his daugh- 
ter, Marie Iverson, in equal shares, with 
the provision that their shares of the 
principal should be distributed to Norman 
and Jeffrey in installments upon their 
attaining the ages of 25, 35 and 40 years 
respectively, and that the shares of prin- 
cipal of any other grandchildren born 
during testator’s lifetime should be dis- 
tributed to them upon their attaining 
the age of 21 years, and that the shares 
of principal of any grandchildren born 
after testator’s death should be dis- 
tributed to them 21 years after the date 
of executor’s death. The testator’s widow 
contested the will, contending that it 
contravened the rule against perpetuities 
and that the gifts to the grandchildren 
would not vest within a life or lives in 
being at the time of the testator’s death 
and 21 years thereafter. The trial court 
upheld the will. 


HELD: Affirmed. A class gift includ- 
ing after-born children is subject to 
fluctuation by increase or decrease and 
the size of the gift to each is determined 
by the ultimate members of the group. 
Such gifts cannot vest until the maximum 
and minimum membership of the class 
is determined. Only those children born 
within 21 years of testator’s death would 
share in the trust. The maximum mem- 
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bership of the class would be determined 
at that time. The class could decrease in 
number until the youngest living grand- 
child, Jeffrey, attained his 40th birthday, 
and the minimum membership of the 
class could not be determined until that 
date. 


From the limits fixed in the will, the 
gifts to the class must necessarily vest 
some time between the 2lst anniversary 
of testator’s death and the 40th anni- 
versary of Jeffrey’s birth. Using the lives 
in being of those mentioned in the will, 
the vesting of the gifts is within the 
limits of the rule against perpetuities. 


PowErRs — Limitations — Life Bene- 
ficiary With Power “To Use” May 
Sell Real Estate 


Kentucky—cCourt of Appeals 

Wiglesworth v. Smith, 311 Ky. 366, 224 S.W. 

(2d) 177. 

The testator left the residue of his 
estate to his wife “for her lifetime, with 
the right to use any or all of the same 
if in her opinion it may be necessary for 
her support and maintenance.” Provision 
was also made that such of the estate as 
was “not used and expended” by the 
widow during her lifetime was bequeath- 
ed to named remaindermen. 


After payment of debts, only real es- 
tate remained, the income from which 
was not adequate to support the widow. 
The widow then entered into a contract 
with Smith whereby he agreed to pur- 
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chase the real estate, but upon tender of 
a deed Smith refused to pay the purchase 
price. This action was brought to ob- 
tain a construction of the will and a de- 
cree for specific performance. 


The trial court held that the will gave 
to the widow power to sell the real estate 
and decreed specific performance. The 
court further denied the contention of 
the remaindermen that the proceeds of 
sale should be administered by a trustee 
appointed by the court. 


HELD: Affirmed. The quoted language 
earried with it the clear implication 
that if testator’s widow “in her opinion” 
concluded that it was necessary to sell 
the property for her support and main- 
tenance, she might do so. It was the 
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testator’s intention that his widow should 
possess all the powers of an absolute 
fee owner with the possible exception 
that she could not dispose of the proceeds 
by giving it away, or devising it by 
will. 


POWERS — Limitations — Propriety 
of Seal-Dealing by Trustee Where 
Authorized by the Will 


New York—Appellate Division, Second Dept. 
Matter of Hubbell, N. Y. L. J., Jan. 16, 1950. 


The testator created a testamentary 
trust and appointed a trust company and 
her husband as trustees. The trust was 
comprised principally of one-half of the 
stock of a real estate corporation whose 
assets consisted of the husband’s resi- 
dence and four buildings occupied for 
industrial purposes by a corporation con- 
trolled by the husband. The other half of 
the stock was owned by the husband. The 
will directed payment of the income to 
the husband and if that did not equal 
$10,000 in any year, payments were to 
be made from the principal if requested 
by him “to make up a guaranteed income 
of not less than” that amount. 


The net income of the corporation for 
the period of this accounting never 
equalled $10,000 before application of a 
reserve for depreciation and, after ap- 
plying such a reserve, there was a net 
loss in each year. In order to pay the 
$10,000 per year, the trustees sold some 
of the stock to the corporation at the 
book value based on values fixed in the 
transfer tax proceeding and appraisals. 
The lower court approved such sale and 
also authorized a further sale of stock 
to the corporation to make up a deficit in 
income in 1944 based on book value in 
1944 as fixed by an appraisal. The re- 
maindermen questioned the propriety of 
the trustees’ acts. 

HELD: (1) By authorizing retention 
of the stock the testator also authorized 
whatever self-dealing resulted by virtue 
of the tenancies of the real estate by the 
corporation controlled by the husband. 
The measure of the trustees’ obligation 
is that they act in good faith and with 
sound judgment. This obligation has not 
been breached. 


| 





(2) Since the testator provided that 
corpus should be invaded to make up 
deficits in income, she impliedly author- 
ized sale of stock to the corporation 
where, as here, there was no market for 
the stock, even though it involved self- 
dealing by her husband. 


(3) It was proper to allow for a de- 
preciation reserve with respect to the 
real estate owned by the corporation. In 
the usual trust, it is held improper to 
set up such a reserve because the bene- 
ficiary is thereby deprived of income. This 
reason does not exist here since the ben- 
eficiary will receive a minimum regard- 
less of insufficiency of income. 


REVOCATION — Will Revoked by 
Marriage Is Not Revived by Sub- 
sequent Divorce 


Massachusetts—Supreme Judicial Court 

Levine v. Ramler, 1949 A. S. 1207; Dec. 23, 

1949. 

Ramler made a will, not in anticipa- 
tion of marriage, leaving everything to 
his sister. Then he married and later his 
wife divorced him. A few years later he 
died, leaving a mother as his heir, and 
without having executed a new will. 
There was ample evidence that he con- 
sidered his will still in force and wanted 
and expected his sister to have his entire 
estate. 


HELD: The will was revoked by the 
marriage and was not revived by the 
divorce, notwithstanding the testator in- 
tended it to remain valid. 


SPENDTHRIFT TRUSTS — Rights of 
Creditors to Income Where Bene- 
ficiary is Missing 

California—District Court of Appeal i 

Alvis v. Bank of America N. T. & S. A., 95} 

A. C. A. 145 (Dec. 15, 1949). 

Mrs. Sevier in 1930 created an inter 
vivos trust to pay the income to herself 
for life and upon her death part of the! 
corpus to go outright to five children, the 
shares of two other children to be held/ 
in trust for the beneficiaries for life. Her | 
son Abner was one of the latter. Trust 
contained a spendthrift provision. Some 
time before the trustor’s death, Abner 
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was arrested on a criminal charge and 
jumped bail, thereby incurring a liability 
to plaintiff’s intestate, a bail bond broker, 
who had become liable on the bond. Ab- 


| ner disappeared and has not been heard 


from since. 

The present action was brought to 
compel satisfaction of plaintiff’s judg- 
ment against Abner from the income ac- 


cumulated for his benefit. His two sons 


intervened to oppose granting the relief. 
From a judgment directing satisfaction 
of the plaintiff’s claim out of the “ac- 
cumulated surplus income of the trust,” 
Abner’s sons appeal. 

HELD: Judgment affirmed. The spend- 
thrift trust provision protects such 
amount as may be sufficient to support 
the beneficiary and those dependent upon 


| him according to their station in life. 
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Abner had disappeared nearly 
seven years before the suit was brought 
and the surplus income, accumulated be- 
cause of inability to pay it over to him, 
was not found to be necessary for the 
purposes stated. 


SPOUSE’S RIGHTS — Acceptance of 
Benefits Under Will in Ancillary 
Jurisdiction as Estoppel Against 
Election to Take Dower in Domi- 
cile 

Florida-—Supreme Court 

in re Griley v. Griley, 43 So. (2d) 350. Re- 

hearing denied December 23, 1949. 

The testator died domiciled in Florida 
owning property in the Canal Zone, Re- 
public of Panama and State of Florida. 
The widow filed in Florida an election 
to take dower and filed this with a peti- 
tion for allotment of dower. The execu- 
tor answered the petition, stating that 
the widow had previously taken posses- 
sion of property devised to her by the 
will and located in the Republic of Pan- 
ama and the Canal Zone and had not 
offered to restore the property which she 
had received, and alleged that when she 
received such property she gave no 
notice of her intention to elect dower. 


e. Her| The executor asserted that these facts 
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worked an estoppel against claiming 
dower. The Probate Court granted a mo- 
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tion to strike these allegations from the 
executor’s answer. 


HELD: Although the law of the jur- 
isdiction where property is situate gov- 
erns the transfer of title upon the death 
of an owner, an election to take dower 
in the jurisdiction of the domicile, when 
inconsistent with benefits provided by the 
will, precludes the beneficiary from as- 
serting claim to the property in the 
other jurisdiction pursuant to the will. 
But the taking of property in another 
jurisdiction is not an absolute estoppel 
against an election to take dower; the 
receipt of such property should be taken 
into consideration in the award of dower. 


TAXATION — Estate & Inheritance — 
Tax Payment Clause not Applic- 
able to Inter Vivos Trusts 


Connecticut—Supreme Court of Errors 
McLaughlin v. Green, 136 Conn. 138. 


A testator created six trusts during 
his lifetime, died in 1947 leaving a will 
which made no mention of the trusts, and 
directed the payment of all succession, 
transfer and inheritance taxes from the 
residuary estate. In 1945 statutes were 
passed placing the obligation for pay- 
ment of estate taxes upon the recipients 
of the taxed property unless otherwise 
provided by will or by inter vivos docu- 
ment. The question was whether the tax 
clause in the will placed the entire tax 
burden, including that attributable to the 
trusts, upon the residuary estate. 


HELD: The tax clause failed to show 
an intent of the testator that all taxes 
upon his taxable estate should be paid 
out of the residue. As the practical ef- 
fect of a provision making a legacy or 
devise free of tax is to increase the gift, 
and to shift the burden which the legacy 
or devise would ordinarily bear onto the 
shoulders of the residuary beneficiaries, 
the intent of the testator to make such a 
gift will not be drawn from vague or 
uncertain language. It must clearly ap- 
pear. 

One important fact to be considered in 
ascertaining the intent of the testator is 
whether or not the testator has made any 











SN 


| 


Montclair Trust Company 


Montclair, New Jersey 
Member Federal Deposit Insurance Corporation 


Fepruary 1950 


reference to payment of taxes in the 
will or in trust agreements. In the ab- 
sence of a definite declaration on the 
subject it must be presumed that the 
intention was to permit the ultimate 
weight of taxation to rest where the law 
places it and it cannot be presumed that 
anything else was intended than what 
is stated in the written instrument. 


Trusts — Definiteness of Provision 
Necessary to Create Trust 


California—District Court of Appeal 
Estate of Kearns, 95 A.C.A. 68, Dec. 13, 1949. 


Kearns’ holographic will contained the 
following clauses: 
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“4-I hereby direct my Executor, Emma 
Traung Hammersmith to provide for my broth- 
er William L. Kearns, during his life and I 
depend entirely on her judgment, kindness, hon- 
esty and generosity to act as his provider in 
illness and in health. 


“5—I hereby direct my Executor, Emma 
Traung Hammersmith to provide for my nieces 
Mrs. Marjorie Mallarino and Mrs. Lois Graham 
as her judgment, kindness and honesty sees fit 
to do,. and likewise to provide for any other 
kin or close friend which in her judgment war- 
rants same.” 


The brother William, mentioned in 
Clause 4, died before the testator and 
that clause was considered only in so far 
as it threw light on the construction of 
Clause 5. The heirs contended that 
Clause 5 created only a precatory trust. 


HELD: Neither the discretionary pow- 
ers conferred upon the executor nor the 
indefiniteness of the trust invalidated 
it. The “direction” addressed to the exe- 
cutor is mandatory. 


WILLs — Construction — Remainder 
to Two Nieces or Survivor Vested 
at Testator’s Death 


New York—Appellate Division, First Dept. 


Healy v. Empire Trust Co., N. Y. L. J., Jan. 
20, 1950. 


The will created three trusts each for 
a named niece, and further provided that 
upon the death of two nieces the fund 
set apart for the niece who died first 
was to be divided into three shares and 
one share was to be paid to “Cornelia E. 
Stevens and Mary Kate Stevens, or the 
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survivor of them.” A similar provision 
was made with respect to distribution 
upon the death of the third niece. 

One niece had died and the other two 
were still alive so that no distribution of 
principal was yet required. Both Cor- 
nelia E. Stevens and Mary Kate Stevens 
died after the testator’s death. The repre- 
sentatives of their estates sought a de- 
claratory judgment to determine whether 
their interests vested at the testator’s 
death or were contingent upon their sur- 
vival of the life tenants and, therefore, 
lapsed. 

HELD: The interests of the remain- 
dermen vested on the testator’s death. 
The will was carefully drawn and if it 
was intended that the remaindermen 
should not take unless they survived the 
life tenants, the draftsman would have 
expressly so provided as was done with 
respect to other provisions where sur- 
vival of a life tenant was made a condi- 
tion. Furthermore, many cases support 
the result reached by the court where 
there were remainders to named persons 
“or the survivor of them.” 


WILLs — Construction — Vested Re- 
mainder Intended — Survival of 
Trustee’s Powers on Merger 

United States—Court of Appeals, 
Seventh Circuit 


De Korwin v. First National Bank of Chicago, 
Case #9958, decided December 30, 1949. 


1. Testator died in 1906, survived by 
a widow and four daughters. The residue 
of his estate was left in trust until the 
death of the testator’s last surviving 
daughter, or until the testator’s young- 
est surviving grandchild reached the age 
of 21, whichever happened last. Upon 
termination of the trust, “all of said trust 
estate then remaining in the hands of 


said trustee shall be divided in equal 
shares between my grandchildren, the 
surviving issue of any deceased grand. 
child to stand in the place of and re. 
ceive the share which said deceased 
grandchild would have been titled to re. 
ceive if then living.” 

At the time of this suit, one of testa- 
tor’s daughters still survived; the trust 
corpus was estimated to be approximate. | 
ly $83,000,000. Plaintiff* married one of | 
testator’s daughters, by whom he had a 
son. The daughter died intestate after 
divorcing plaintiff. Subsequently, the son 
died intestate without having any chil- 
dren. Plaintiff claims as an heir of the 
deceased grandchild. Trustee contends 
that, under a proper construction of the 
clause underlined, testator’s central pur- 
pose was to keep his estate in the hands 
of his lineal descendants, and, there. 
fore, the grandchildren’s interests were 
contingent and ceased upon their death 
prior to the termination of the trust. 
Plaintiff contends that testator gave the 
grandchildren a vested interest with an 
executory devise to any child of a de. 
ceased grandchild. The District Court 
found for the plaintiff on this issue. 


HELD: Affirmed. The testator’s in. 
tent is best expressed by the language 
used in the will. In the instant case. 
though not as plain as might be desired 
by some, it is “substantially equivalent} . 
to that which Illinois construes as creat- 
ing a vested remainder, subject to di- 
vestiture only by death with issue in the 
period prior to distribution.” 


2. A state bank was named truste 
under the will, which provided: “In the 


*Plaintiff died subsequent to filing suit and his 
widow individually and as executrix was substi- 
tuted. The issues are not affected by this death ani 
substitution. 
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event that said trustee shall refuse to 
qualify or act, or further act, as trustee 
under this will, for any cause, a succes- 
sor in trust, or a new trustee may be 
appointed by any Court of competent 
jurisdiction by and with the approval 
in writing of the appointee by not less 
than one-half in number of my wife and 
children then living and such new trustee 
so appointed shall have all of the powers 
given to the original trustee named here- 
in.” 

In 1929 the named trustee merged with 
another state bank. In 1933 (under the 
McFadden Act) this merged bank was 
consolidated with a national bank. The 
administration of the trust was contin- 
ued without formal Court action. In the 
1943 suit, plaintiff requested an account- 
ing and appointment of a successor 
trustee on the ground that defendant had 
acted as trustee de son tort, the named 
trustee having ceased to exist at the 
time of the 1929 merger and no successor 
trustee having been appointed by the 
Court pursuant to the provisions of the 
will when a “trustee shall refuse to qual- 
ify or act.” Defendant contended there 
had never been a vacancy in the trustee- 
ship as a matter of law. The District 
Court found for plaintiff. 


HELD: Reversed. A testator is bound 
to contemplate the statutes and case law 
in effect and applied at the time the 
will is drawn, or as they may subse- 
quently reasonably be amended or ampli- 
fied. At the time the will was executed, 
Illinois law was to the effect that even 
though the separate legal existence of 
a merging corporation may terminate, 
its corporate powers pass to the consol- 
idated corporation and its functions are 







Founded 
1865 






Main Office at FIVE POINTS... ° 


continued in the new corporation of 


which it is a constituent part. 


While the McFadden Act was not 
passed until after the testator died, IIli- 
nois had recognized the validity of con- 
solidation of state and national banks 
prior to its enactment. The McFadden 
Act expressly provided that the consol- 
idated association should be deemed to be 
the same corporation as each of the con- 
stituent institutions and “without any 
order or other action on the part of any 
Court, or otherwise” shall have the same 
powers as were held by each constituent 
institution at the time of such consolida- 
tion, if such consolidation was not in con- 
travention of local law. Since it did not 
contravene Illinois law, either at the 
time the will was made or in 1933, the 
defendant properly continued to act as 
trustee. 

~—Reported by Illinois legal editor. 


WILLs — Probate — Opportunity to 
Exercise Undue Influence Insuffi- 
cient to Upset Will 


Michigan—Supreme Court 
In re Johnson’s Estate, 326 Mich. 310. 


Testator, a childless widower, left a 
will pursuant to which he devised to his 
own nephew and niece (the contestants) 
certain residential property, but gave 
the residue of his estate, consisting of 
both real and personal property, to one 
Giles A. Eldred and Mary E. Chadwick, 
the nephew and niece respectively of the 
testator’s deceased wife. Testator dis- 
cussed the making of his will with his 
attorney only three days after the death 
of his wife, at which time proponent 
Chadwick was present. On the following 
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day the attorney came to the testator’s 
home where business matters not relating 
to the will were first discussed, again in 
the presence of proponent Chadwick. 
Thereafter: Mrs. Chadwick left the room 
where the conference was being held, and 
thereupon testator’s will was read and 
executed. 


Testimony was introduced to the ef- 
fect that one of the contestants, upon 
inquiring of Mrs. Chadwick as to the 
nature of the attorney’s business in the 
home, was told that the meeting related 
to the affairs of the testator’s recently 
deceased wife. At the conclusion of the 
contestants’ proof, the Court sustain- 
ed the will on the ground that there was 
no proof of fraud or undue influence. 


HELD: Affirmed. The fact that one 
of the proponents may have misled the 
testator’s niece, a contestant, as to the 
nature of the business of the attorney i 
who consulted with testator as to the 
making of a will in which proponent 
shared the residue, did not tend to estab- 
lish that testator executed the will be- 
cause of any fraud or undue influence 
exerted against him, inasmuch as con- 
testant was not in a position to insist 
that she be consulted as to the terms of 
the instrument. 

A childless widower is not under a 
duty to leave all of his property to his 
relatives, and his failure to do so does 
not create any presumption that the 
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will was the result of fraud or undue 
influence. Opportunity alone to exercise 
undue influence does not raise an infer- 
ence that undue influence has in fact 
been exerted, for undue influence can- 
not be presumed, but must be proved. 


WILLS — Probate — Testamentary 
Capacity — Insane Delusions 


Washington—Supreme Court 
Estate of O’Neil, 135 Wash. Dec. 306. 


The will, executed by an 82-year old 
testator in 1947, recited that he was di- 
vorced in 1914 and had in mind his two 
children born prior to the divorce and 
that he intentionally made no provision 
for them. He bequeathed the residue of 
his estate to trustees to build a home 
for the benefit of worthy boys attending 
Ripon College. The will was contested 
by the testator’s daughters on the ground 
that he entertained faise delusions that 
his daughter Gwyneth was not his daugh- 
ter, that she was a prostitute and a con- 
firmed drunkard, and that his daughter 
Natalie had attempted to poison him. 
There was evidence from which the trial 
court found that the testator did enter- 
tain these delusions, and the decree ad- 
mitting the will to probate was vacated. 


HELD: Reversed. The testator was 
educated for the ministry at Ripon Col- 
lege, for which he held great affection, 
and although he did not follow his pro- 
fession, he retained rather puritanical 
views. The record failed to show that 
the daughters had proven even by a 
preponderance of evidence that any de- 
lusions the testator may have held af- 
fected his testamentary disposition. As 
early as 1920 the testator had made a 
will disinheriting his daughters and de- 
claring they had not deported themselves 
toward him so as to entitle them to any 
part of his estate. 

Medical and legal authorities recognize 
that a person may be insane with refer- 
ence to a certain subject or subjects and 
have one or more delusions, but notwith- 
standing such deficiencies, may have 
testamentary capacity either during 
lucid intervals, or if the delusions do not 
furnish the guide to his testamentary 
act. The aspersions and accusations 
against the daughters did not fall with- 
in the category of insane delusions, but 
even accepting them as such, were not 
so firmly fixed in his mind that he was 
incapable of being dissuaded by evidence 
or reason, nor did they affect his testa- 
mentary disposition. The testator con- 
cluded that his daughters were not 
worthy objects of his bounty. 


A A A 


District Decision Affirmed 


The District of Clumbia case of Union 
Trust Co. v. Diller, reported at page 75 
of the January issue, has been affirmed 
by the U. S. Court of Appeals for the 
District, in 177 F. (2d) 731. 
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WILLS — Probate — Undue Influ- 
ence — Will Benefiting Attorney 
Who Drew It 


Massachusetts—Supreme Judicial Court 


Mooney v. McKenzie, 1949 A.S. 1007, Nov. 4, 
1949. 


The will named M as executor and 
gave him a legacy of $1,000 and also the 
residue. The will suggested but did not 
require that he use the residue for such 
purposes as the testatrix might indicate. 
M was an attorney. The testatrix was 93 
years old and lived alone. In 1940, she 
retained him to draw her will. He saw 
her twice. The will gave him $1,000. Sub- 
sequently she made at least four wills. 
In 1946, she sent for him to draft the 
present will. She had not seen him since 
1940, and did not know him when he ar- 
rived. She had difficulty in hearing and 





understanding. She died about 1% years 
later. She had a nephew and some grand. 
nieces. There was no evidence that she 
had any independent advice. 


HELD: The findings and inferences 
therefrom required that issues be framed 
on the question of undue _ influence, 
Where an attorney who is not himself 
a relative of the deceased draws a will 
for a client of advanced years who leaves 
near kindred, and where the attorney 
himself attends to the execution of the 
will and the client has no independent 
advice, and where the kindred receive 
little or nothing under the will and the 
attorney benefits substantially by it, al- 
though there is no presumption of undue 
influence on an attorney’s part, it is 
proper that ordinarily an investigation 
by a jury be had. 
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